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rice margins of foodstuffs. 


Food Price Fixing in Europe 


By W. 


ik METHODS which are applied 


d the machinery which is set in 


tion for the regulation of food 
ces at producer, wholesale and 


tail level vary _ considerably 
roughout Europe. 

Immediately after the end of 
suilities, in most countries «an 


ricate system of price controls, 


price fixing and delivery quotas was 


force for all major agricultural 
ducts. Gradually this system 
s altered, particularily in countries 
ere a change took place from a 
ntrolled to a free economy. Dur- 

the war, exisiing or newly 
Government Departments 
regulate the 
pply and distribution and to fix 
Those 
ministrative arrangements were 
iintained.or reorganised after the 
d of the war and they are on the 
ole still in force in the United 
ng¢dom and in Scandinavian 
untries, 


Against this, in other European 
unfries price controls were fre- 
ently removed side by side with 
improvement of supplies and the 
ition of rationing.. However, 
‘Nn in countries where price 
velopments are left largely to the 
‘cts of the conventional economic 
rees of supply and demand, cer- 
n safeguards against excessive 


From Econoniia Internazionale, 


KLATT 





price increases are usually main- 
tained and price and wage levels are 
frequently linked with one another. 
Recently there has been a tendency 
in European countries to give 
Governments power to re-introduce 
certain measures of control. 


Administrative arrangements vary 
from country to country, but usually 
the Department concerned with 
matters of price fixing is divorced 


from the Department dealing with 
matters of food production and 
distribution. This is in line with the 
practice of the war years. The price 
controlling agency is sometimes 


subordinated to a Supply or Trade 
Department, but it sometimes comes 
directly under the jurisdiction of the 
Council of Ministers. 

Belgium: Early in 1948, prices of 
most farm products were still con- 
trolled, but later in the year animal 


products were freed from price 
regulations, 

The Netherlands: After the 
creation of economic union with 


Belgium and Luxembourg, a gradual 
change from Government planning 
and control to a policy on Belgian 
lines was administered. With the 
abolition of rationing, price controls 
were relaxed and subsidies were re- 
duced, but certain steps were taken 
to keep price and wage trends in line 
with each other. However, prices 


Genoa, November 195} 
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and price levels in the member 
countries of the Benelux Union are 
still far from uniform. As_ the 
Dutch guilder was devalued more 
severely than the Belgian franc, since 
September, 1949, the difference 
between the Dutch and Belgian 
price levels has increased. 

The difficulties arising out of the 
economic union of several indepen- 
dent countries with different price 
structures and price policies are far 
from being solved, and special 
measures have to be introduced 
from time to time to protect the 
economic interests of one or the 
other of the member countries. 

France: Price policy has changed 
as Governments have changed, and 
the National Price Committee has 
moved from times when controls 
were relaxed to periods when they 
were tightened and vice versa. In 
the first few years after the war, the 
continuation of food price controls, 
at a time when wages and industrial 
prices were rising, created a rather 
unhealthy situation. Later on as 
supplies improved and inflationary 
tendencies disappeared, wage and 


price levels became _ stabilised. 
When prices were freed from con- 
trols and subsidies were reduced, 


wage earners demanded a return to 
the pre-war system of collective bar- 


gaining. However, as minimum 
wage scales were guaranteed to 
workers. sO were minimum grain 
prices fixed for farmers, and a 
system of mild State intervention 


was maintained. 

Italy: Production, distribution and 
prices have also been freed mostly 
from controls, but grain and bread 
prices are fixed on the national and 
provincial level respectively. When 
a number of subsidies were 
abolished in the autumn of 1948, a 
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special cost of 
introduced for 
groups. 


living bonus was 
the low income 


Germany: After the war controls 
were maintained artificially by | 
occupation authorities, but tl 
were mostly evaded. After curre! 
reform in the summer of 1948, c 
trols of industrial prices w 
removed while those of basic fa 
products were maintained. As 
France, this created an unhealt 
state of affairs which was remed 
later on to some extent by a sl 
adjustment of food and non-f 
prices, 

There are practically no controls 
left in Germany but the Governm 
has reserved its right of fixing m 
mum prices of farm products a 
maximum prices of consumer goods 
Food subsidies are under constant 
review, but they have not been 
abolished entirely as was plann 
before devaluation. 

United Kingdom and Scandina- 
vian countries: The mechanism 
price controls and price fixing diffe 
considerably from other Europes 
countries. While prices have 
mained under Government supe! 
vision, during the last years or 
as supplies have improved, there h: 
been a certain relaxation of contro! 
Wage and price levels are und 
continuous review and are closely in 
terrelated, with the aim of keepi: 
the real wage level and the purchas- 
ing power of the bulk of the popula- 
tion as stable as possible. 

Denmark: Tt was decided in 1949 
to maintain price legislation 


definitely, while in Norway the Price 
Regulation Act is extended from 
year to year. 

Sweden: No price increases aré 
allowed without the permission 
the Price Control Board, and price 
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FOOD PRICE FIXING IN EUROPE. 


gulations are expected to be main- 
ined for another two years. 


Wage 
d farm price levels have been 
reed between the Government, the 
ade Union and the Farmers’ 
lion respectively. 


Food Policy in 


Soviet food production and con- 


mption sill lag behind European 


els to a considerable extent. Even 
the basis of the somewhat opti- 
stic plan figures 1t appears that in 


50/51 the acreage under the main 


greater than 
related to the 
The same is 


ible crops is not 
fore the war, if 
reased population. 


true of the livestock population, the 


which was 
Three-Year 


of 


the 


ecedy increase 
iphasised when 


‘ian for increased agricultural pro- 


cuion was made public. 


[The somewhat modest plan 
ires for acreage and livestock are 
t surprising if it is remembered 
it during the war half the crop 


‘rea and livestock population, two- 


ths of the human population, and 


e-third of the industrial capacity 
the Soviet Union were affected by 
rman warfare and occupation. 


)ptimistic Expectations 
Under the Five-Year Plan, in- 
cased agricultural production is 


igher 


pected almost exclusively from 
output per acre and per 
imal. The plan visualises yields 
grain, potatoes and sugar beet 


‘uch in 1951 were to be approxi- 
nately 20 per cent. above pre-war. 


4 


cw = 


as 


nilar improvements were expected 
milk and meat yields. 

These seem to be somewhat opti- 
stic expectations. It is true that 


uring 1951 the plan expected fer- 
ser supplies to be twice as high 


before the war, but even then 
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Finland: Controls are less strict 
than in other Scandinavian coun- 
tries, but wage levels are kept in line 
with changes in the cost of living, 
and a new price stop was introduced 
after devaluation. 


the U.S.S.R. 


they would be so small that only the 
land growing special crops, such as 
root crops, manufacturing crops and 
temporary grasses, would be given 
artificial fertilisers. 


In these circumstances, food 
supplies are still limited and food 
consumption has to be restricted 
through rationing, by fiscal if not by 
physical means. Almost 40 per cent. 
of the national income is drained off 
in the form of turnover tax which 
amounts to more than half the retail 
price of all vital consumer goods. 


Since the first Five-Year Plan 
was introduced, nominal wages have 
risen only half. as much as retail 
prices. Thus workers have to con- 
centrate in their spending on the 
basic necessities of life while the 
proceeds of the turnover tax are 
largely used for defence purposes. 
While, during the war, the price 
system favoured the rural popula- 
tion, recent Government legislation 
has had the effect of discriminating 
against the peasants, 


Black-market prices, which fre- 
quently during the war and the first 
years after the end of hostilities had 
been 10 to 15 times the official prices 
and thus out of, reach of most 
ordinary consumers, fell consider- 
ably after the abolition of rationing 
but still remained above the level of 
official food prices. 


There were some further price 
cuts in the summer of 1948 and 
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early in 1949, when subsidies in 
industry were abolished, while taxa- 
fion and prices were reduced in 
order to increase efficiency and out- 
put per man. In the spring of 1950 
and in 1951 consumer prices were 
reduced again. The last two price 
reductions amounted to about (5 
and 20 per cent. respectively. In 
1951 meat, fish and milk prices were 
lowered, but the price of sugar re- 
mained unchanged. The gains of 
the urban consumers have been 
achieved mainly at the expense of 
the rural population. 


Rationing by the Rouble 

Although retail prices were re- 
duced several times by Government 
decree, it is true to say that the 
rouble has taken the place of the 
ration card. The fixing of all im- 
portant prices resfs with the Council 
of Ministers and is thus closely 
related to the centralised plans of 
production and distribution, but the 
right to fix trade and profit margins 
is delegated, in some cases, to 
regional and local authorities. At 
the end of the war, three price zones 
were introduced for most foodstuffs, 
the large towns falling into the first 
and the rural districts falling into the 
third zone. 


Price differences are often met 
through subsidies which are pro- 
vided from the returns of the pur- 
chase tax, the main source of 
revenue of the exchequer. Purchase 
tax and price subsidy are integral 
parts of the system by which the 
State regulates production, delivery, 
distribution and consumption. Only 
in the “free” market of collective 
farmers’ produce, no purchase tax 
is taken, but the portion of the total 
food bill that is not taxed is shrink- 
ing steadily. 
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Approximately four-fifths of tie 


turnover of the food trade is sold 
Government stores and co-ope 
tives, while the remainder chan 
hands in “free” markets where, 
spite of frequent Government int 
vention, goods are stll sold c 
siderably above the official pric 
In this way, some portion of 
total food output is withheld fr 
the low income groups and 
reserved for specialists and officia 


In recent years, the collect 
farmer, who during the war 
proved his financial position c 
siderably, has been heavily ta» 
and adversely affected by the 


valuation of the rouble and 
reduction of farm prices. The si 
in the “free” market are a sn 


compensation only for the losses 
has suffered. 


In these circumstances, 
chances for a marked intensificat 
of farming are as slender as 
chances for a substantial increase 
the purchasing power of the ¢ 


sumers. On balance, prese! 
Government policy  discrimina 
more against the peasants t! 


against the workers. 


Unless real wages rise, any 
crease in food production is likely 
be available for export purpos 
The export of food will be det 
mined by political rather than 
economic considerations. The p1 
system is a most effective instrum« 
in the Government’s direction 
distribution and consumption. 
internal prices are divorced fr 
those paid in the world marke 
Soviet price systems and price p: 
cies will, however, have little eff 


outside the borders of Soviet Rus: 


except in areas to which she exte! 
her political influence. 


ik 
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Snags in Wage-Assessment 


By PRoressor E. H. PHELPS BROWN and B. C. ROBERTS 


|.) SERVE THE national interest, and 
interests of the wage-earners 
mselves, a system of wage-fixing 
ist fulfil a number of functions. 


it must adjust the differentials 
tween the jobs within one in- 
stry, “hat serve to keep up the 
pplies of skill, effort, and respon- 
ilitvy; and those between one 
lustry and another, that guide the 
vements of labour towards the 
»s Where it is most needed. It 
suld share ouf changes in national 
il income, and provide incentives 
rewarding higher productivity, 
thout keeping all the fruits of pro- 
‘ss for those in the progressive 
des. There is also a claim of 
eyuity: subject to any need for inter- 
lustrial differentials, work of a 
en grade should not be more 
orly paid in one instance than 
‘nother. 


s 


4 


It has been contended that if 
r present ways of settling wages 
e left to themselves, they will 
hieve none of these ends: for 
erything will depend on the acci- 
‘nts of bargaining power, on 
ational attachment fo established 
fferentials, and on the windfall 
profits or monopoly power of par- 
‘ular industries. To this it has 
‘en added that some form of cen- 
il guidance is desirable to extend 
e use of better methods of wage 
payment, in the interests of pro- 
ictivity. Some believers in plann- 
g would put the whole case more 
briefly, by saying that a planned 
economy cannot leave wages out of 
1's plan. 


The case has been urged in 
emotive terms, by which our kind of 
collective bargaining is described as 
a scramble, as chaotic, arbitrary, 
and unrestrained. But such words 
beg the question whether collective 
bargaining, for all its lack of explicit 
order, is not actually working out 
the pressures of supply and demand 
in the labour market, and so fulfilling 
a function which must be fulfilled 
somehow in any society which 
leaves its members freedom of 
choice of job, and freedom to spend 
as they choose. These freedoms 
are compatible only if prices, of the 
factors of production as well as of 
their products, can move so as to 
equa‘e supply with demand, and 
attract resources into uses where 
buyers are calling for more of. them. 


Our present methods have not 
been created on any such explicit 
principle; but the same can be said 
of any pricing system, in which 
hose concerned in particular trans- 
actions make their bargains with one 
another without central direction: 
their actions in the aggregate tend ‘o 
an end that no One aims at con- 
sciously in the particular. 


So far as wages are the price paid, 
ultimately by ‘he consumer, for 
various kinds of work, their function 
is to adjust the demand for each 
kind to the available supply, and to 
induce wage-earners to move into 
the srades in which consumers are 
calling for more output. Collective 
bargaining may not appear con- 
cerned to adjust wages in_ these 
ways, but the record of wage move- 


From ‘‘ Wages Policy in Great Britain,’ Lloyds Bank Review, London, January 1952 
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ments in this country sugges‘s that 
effectively it does so, and that it is 
the forces of supply and demand for 
particular kinds of labour that set 
the limits within which bargains are 
struck: for jobs have been found 
for millions more wage-earners, 
wages in expanding industries have 
risen relatively to others, great 
changes in the deployment of labour 
have been made without direction of 
labour, and the standard of living of 
the wage-earners has advanced in 
step with the rest of the community. 

There is no reason to suppose that 
the job would be done better by 
some central board, even if i's every 
decision were willingly accepted, 
than by the practical knowledge and 
interest of those directly concerned 
in each bargain. In a free com- 
munity, wages must respond to the 
push and pull of supply and demand, 


and it is the people in each trade 
who can best gauge those forces 
there. 


Scandinavian Model 
Some believe that we should work 


towards greater co-ordination by 
developing existing consultations 
between the Government and 


national organisations of employers 
and trade unions, so as to work out 
a common wages policy, and agree 
at the centre on what changes can 
from time to ‘ime be made con- 
sistently with it. These advocates of 
more centralised negotiation point to 
what the Scandinavian coun‘ries and 
Holland have achieved in this way 
since the war. 

But it is dangerous to assume that 
what works well in one country will 
necessarily succeed in another. 
Methods of social adminis‘ration 
grow out of historical circumstances, 
traditions and behaviour patterns, 
which are indigenous. Though there 
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is much in common between Brita 
and the Scandinavian democrack 
in the field of indus‘rial relatio 
there are marked differences. 
Scandinavia both the trade unio 
and the employers’ organisations a 
highly centralised, and they ha 
been so almost from their beginnins 
The national centres mainia 
authority over their constitue 
unions and employers’ associatio 
by such means as centralised stri| 
and lock-out funds. The tra 
unions ‘hemselves are small, ar 
highly organised; likewise, the en 
ployers’ associations; and this h 
promofed the development of 
tradition of negotiations between t 
central organisa‘ions, which go 
back to before the last war. 

In Britain the position is ve 
different. Here, the trade uni 
movement is a collection of, auton 
mous bodies, each of whi 


jealously guards 1’s independence 
and would refuse to let the Trade 
interfere in i's 


Union Congress 
domestic affairs. 
In spite of centralisation the Sca 
dinavians have not been able 
develop a_ satisfactory nation 
wages policy. For a time Norw: 
and Sweden resorted to a comple 
wage stop, but this was in the natu 
of a storm anchor until ihe inflatio! 
ary swell subsided. 


based more on expediency than « 
coherent principle. 


The Dutch were more thoroug! 
going in their efforts to build up 


system of centralised wage contro 


Since the stop 
were lifted, wage policy has bee 


/ 


but they, too, have run info seriou: 


difficulties. 


controlled by the 


through a College of Arbitrator 
who are advised by the Foundatio 
of Labour, a joint body containin 


Wages in Holland ar 
Governme! 
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presentatives from the central 
trade union and employers’ organi- 
uions. 


The machinery was not difficult to 
semble, for there are a number of 
itional trade union centres in Holl- 

and, and each group is small, and, 
erefore, susceptible to central 
ntrol. The real problems have 
isen from the policy pursued by 
e Arbitrators. It soon became 
»vious that if wages were to be 
“ermined nationally, some general 
iteria must be found, and it was 
‘cided to carry out a_ national 
heme of job evaluation, allotting 
‘ints to occupations according to 
the degree of experience, indepen- 
dence, skill, hazard, effort, un- 
easantness, responsibility, and so 
associated with them. (See 
‘onomic Digest, August 1951). 


c 


~~ 


But there are snags in_ this. 
istorical factors will intrude, and 
what the worker has been paid in 
e past cannot be left out of 
iccount, which means departing 
ym the apparently objec ive basis 
is not enough simply to rate jobs 
ir when one man does a job better 
an another, it is only fair that he 
ould get higher pay; so merit rat- 
ng and piece-work and _ bonuses 
me in, but these produce pay 
packefs that bear little relation te 
the original job evaluations, and it 
take-home pay that counts. 


~ —— 


Dutch Experiment Disappoints 
Most fundamental, to maintain the 
valuation differentials between jobs 
eans ignoring the supply and 
Jemand for labour, trade by trade: 
‘mployers must not offer higher 
tes to attract labour, or trade 
lions claim a rise when they are in 
seller’s market. So the application 
f this kind of wages policy de- 
mands rigid central control. Bo‘h 


employers and trade unions in Holl- 
and are increasingly disappointed 
with the results of it, and if says 
much for the self-discipline of the 
Dutch people that they have borne 
with it for the past two or three 
years. 

The aim of the British proponents 
of a National Wages Board is to 
substitute reason for force; but sett- 
ing up such a Board is more likely 
to increase disputes than diminish 
them. The Board would require an 
army of employees to collect and 
collate the thousands of agreements, 
decisions and awards made each 
year. Delay in ratifying them would 
be inevitable, and would s‘retch out 
the process of wage settlement, 
which is already lengthy enough, to 
a point at which unrest would be 
provoked rather than eliminated. 

How can the awards then be im- 
posed? It is relatively easy to fix 
minimum wages and police them, 
because trade unions are vigilant 
inspectors, and the number of em- 
ployers is relatively small; but the 
situation is entirely changed if the 
wage fixed is to be a maximum as 
well as a minimum. It is hard to 
prevent employers badly in need of 
labour from paying higher rates in 
collusion with their workers. Or, 
suppose the members of a trade 
union refuse to accept an award and 
go on s‘rike: the Board would 
either have to give way, which 
would destroy the reason for its 
existence, or take judicial proceed- 
ings individually against a great 
many people, who might combine to 
resist those proceedings ‘oo. If the 
union refused to act On its members’ 
demands, the same difficulties which 
began fo show under Order 1305 
would appear, for the rank and file 
would be divorced from __ their 
leaders. 








(1) Mr. Dr Sacre, U.S. PRICI 
ADMINISTRATOR. 

It is obviously impossible to base wage 
policy under controls upon the strength 


or weakness of unions. Neither can 
wage policy be bused upon the 
employers’ ability to pay. If ‘wage 


increases are granted only where employ- 
ers can absorb them without price 
increases and denied where price increases 
would be required, all equity disappears 
from wage policy. 

Actually, if excessive wage increases 
are granted in industries where employers 
can absorb, it is impossible to prevent 
similar wage increases in other industries 
where employers may be unable to 
absorb. Thus, an excessive wage increase 
granted in an industry which does not 
require price relief, either creates injus- 
tice if other unions are held down, or 
leads directly to inflationary price 
increases in Other areas. 

Washington, December 1951 


(2) THe TIMES 


In the last resort the only principle 
which can stand the test of facts over a 
period is ability to pay. That is to say 
an industry cannot without deliberate 
(and economically distorting) subvention. 
direct or indirect, sustain wage levels 
higher than its proceeds will allow. 
Moreover—and this is of uncommon 
Significance today when a leading feature 
of the economy is the lack of mobility 
of labour—the relative ability or inability 
of an industry to pay fair wages (as 
measured by the current genera! stand- 
ard) is still the only force which in 
practice seems capable of moving labour 
from one industry to another. 

London, November 19, 1951 


(3) THE ECONOMIST 

The basic dilemma of manpower 
control is inescapable. Drastically used, 
such control is incompatible with demo- 
cratic principles in peacetime. Gently 
used, as it was before, it is a piece of 
administrative machinery that cannot have 
important practical effects; it is a mere 
pretence ata policy. If the Government 
is serious about redistributing manpower, 
its real choice is harder. It cannot 
tolerate a situation in which the manu- 





Some Recent Comments on Wages 


facturer of toys can afford to pay as h 
wages as the manufacturer of aire! 
Either it must alter that situation o!1 
must force workers to the aircraft fact 
ies in spite of it. The use of real dir 
ion is politically out of the question, ° 
only effective policy is, therefore, to a 
the economic situation; it is to | 
inflation and make non-essential 4 
ducers unable to employ so m 
workers. That is the method of the t 
economy in which the Tories profess 
believe, and if they will not use it t 
might as well recognise that they |] 
no policy. 
London, December 8, 1951 


(4) New York TIMES 
Where wages are linked to produc 
ity, a wage-rise, it is said, does not 
rise to an immediate price-rise. Thi 
at best a negative argument in fay 
of allowing these rises. And in a pe: 
of general inflation, a negative arguin 
is nO argument at all. If in a period 
wage stabilization an individual firn 
in a position to grant a Wage incr 
without raising the price of its prod 
then it is in a position to leave wi 
where they are and reduce its pri 
Phat is the way to combat inflation 
to do so for the good not of a t 
powerfully organized workers but 
workers as a whole. Moreover, e 
though a given wage increase doe 
automatically necessitate a rise in pr 
it obviously leaves the cost-price st! 
ture of the industry which grants it | 
more vulnerable position, so that c 
raising factors in some other qua! 
such as rising material costs, would 
that much more likely to affect price 
New York, December 13, 1951 


(5) ARNOLD LANE 


Could not the movement of work 
from essential to vital industry be eas 
by a revision of our system of taxati: 
I] have in mind the creation of a th 
category of incomes—* well-earne 
The Budget should decide each year wi 
movements of labour it is desirable 
stimulate, and should offer the incenti 
of a still lower rate of tax on the ea 
ings in the required industries. 

Letter to Economist, London, 
December 15, 1951 
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Europe in Figures 


VEN A QUICK GLANCE at the new 
eneral Statistical Bulletin, issued 
by O.E.E.C. every second month, 
will show what a wealth of informa- 
tion can be gathered from a study 
of the tables not only by the expert 
but by all concerned with develop- 
ments in the Atlantic community. 
For the first time, comparable data 
re available for all the O.E.E.C. 
ountries, the Unifed States and 
Canada on industrial production, 
population and manpower, foreign 
trade, prices and finance. In 
idition, special tables summarise 
he most important figures for the 
dividual countries, and the broad 
trend of general development is 
lustrated by a series of charts. 


A few items may tempt our 
readers to study the Bulletin itself. 


a tt 


Population: Western Europe’s 
(that is, the O.E.E.C. countries’) 
opulation in 1950 was 274 million: 
his compares with 152 million in 
he United States and 14 million in 


Canada. The United Kingdom with 
0.5 million takes first place, 


followed by Western Germany with 
17.5 million, Italy with 46.4 million 
ind France with 42.1 million. 


Coal and Electric Power: Coal 
production in Western Europe in 
1950 was still slightly below the 
monthly average of 39.8 million tons 
in 1938; in the U.S. it rose from 
37.6 million tons per month in 1937 
to 42.1 million tons in 1950. Pro- 
luction of electric power per month 
‘ose from 10,470 million kWh in 
938 to 18,719 million kWh in 1950 
n Western Europe. In the USS. it 
‘ose from 9,909 million kWh in 
1937 to 32,327 million kWh in 1950. 


General Statistical Bulletin, O.E.E.C., 


Canada’s output doubled from 2,180 
million kWh to 4,242 million kWh. 


Steel: The United Kingdom is 
now the largest steel producer in 
Western Europe, with 1,380,000 
metric tons per month in 1950. 
Germany regained the second place 
in 1950 with 1,007,000 _ tons. 
France’s output was 721,000 tons; in 
addition the Saar produced 158,000 
tons. 


Motor Cars: The United States is 
pre-eminent (555,000 passenger cars 
and 111,400 commercial vehicles 
per month in 1950). This compares 
with 43,500 passenger cars and 
21,700 commercial vehicles in 
Britain, the largest European pro- 
ducer. For other European pro- 
ducers the figures were as follows: 
France, 21,400 and 8,300; Germany, 
18.100 and 7,200; Italy, 8,400 and 
2,200. 


Food: The provisional index of 
agricultural production, calculated 
by O.E.E.C., shows that total output 
for human consumption in the whole 
O.E.E.C. area rose from 83 per cent. 
of pre-war in 1947/48 to 114 per 
cent. in 1950/51. The increase is 
even more outstanding if imported 
feeding stuffs are excluded—-87 per 
cent. in 1947/48 and 118 per cent. 
in 1950/51. Provisional figures 
show that only in Greece were food 
supplies in terms of _ calories 
appreciably below pre-war. 


Terms of Trade: France, Ger- 
many and Denmark were even 
harder hit than Britain from the 
deterioration of their terms of trade 
after Korea. On the other hand. 
Turkey, Sweden and Norway, as 


Paris, November, 195\ 
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well as Canada. profited from the 
price rise in their exports. Switzer- 
land’s and Belgium’s terms of trade 
are slightly better than in 1948. 
Austria and Italy show a moderate 
deterioration, and the Netherlands a 
slightly larger one. 

O.E.E.C. has also published since 
1950 a Foreign Trade Statistical 
Bulletin. This has now been en- 
larged and consists of four series of 
documents—I. Foreign Trade by 
Areas, monthly. II. Foreign Trade 
by Area and Commodity Categories, 
quarterly. III. Total Imports and 
Exports of Selected Commodities, 
quarterly. IV. Imports and Exports 
of Selected Commodities by Origin 
and Destination, quarterly. For 
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the first time, detailed trade stat 
tics for Western Europe, the Unit 


States and Canada are thus bei 
made available. 
These new O.E.E.C. Bullet 


mark «a large forward step in 1 
co-operation of member countries 
the statistical field. E.C.A. gave 
strong impetus to this co-operati 
in collecting information in its R 


covery Guides, which, though pr: 


marily designed for official use, we 
made available for wider circulatic 
and were frequently used 

Economic Digest. Recovery Guid 


have fulfilled their pioneering fun 


tion and have been disco 


tinued, 


now 


MARTIN GOETZ 
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* White” in Akron Beacon-Journal, Ohio 
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When Money Rots 


By J. Di 


| HI WHOLI 


COURSE of history 
1ows that money never ceased for 
ng from changing in purchasing 
power, that, therefore, it could never 
e called a measure of value, and 
that no immutable standard has yet 
een found to which money could 
e related in order to make it so. 


When a currency becomes utterly 
discredited, like the German mark 
1 1923, and people wake up to the 
act that money—at any rate their 
money—has become useless not 
nly as a measure of value but even 
Ss a counting unit, they begin to 
ok around for something which 
an be looked upon as affording 
yme kind of, stability. In a num- 
er of towns and districts in Ger- 
nany in those days ‘Notgeld’ 
(emergency money) was issued, 
ased for instance, on a_ stated 
juantity of grain, such as rye. But 
rade and industry required some- 
hing different, and it is no wonder 
that so shortly after the era of the 
old standard the glamour of it 
nade them turn to gold. 


Already in 1922 the idea of Gold 
Mark Balance Sheets began to be 
mooted as a measure of the utmost 
urgency and on December 28th, 
1923, the Reich Government issued 
egulations about Gold Balance 
Sheets (Verordnung uber Goldbilan- 
‘en) followed by further regulations 
mn March 28th, 1924. The gold 
mark was to be 10/42 of the U.S. 
lollar (the pre-war parity). Capital 
‘xpenditure and equipment were to 
»e valued at cost price of the day, 


BLANK 


or cost of. production of the day, less 
depreciation for past wear and tear; 
stocks at market prices. 


Claims and debts in currency were 
to be dealt with in a special way; 
coefficients were worked out for 
monthly and weekly periods in 
which debts might have arisen and 
covering the whole period of the war 
and several years after; their bases 
were the rates of exchange and the 
index figures purporting to indicate 
the average standard of living, 
January/July 1914 being 100; this 
index went down to 45 in August 
1920 and only began slowly to rise 
again in December 1923. 


It should be pointed out that the 
violent’ price movements in_ the 
United States in the early and in the 
late twenties were in effect a 
mockery of the German reliance on 
the gold dollar, which moreover 
itself became devalued in 1933 from 
$20.67 per troy ounce of gold to 
$35 


Lesson Germans Learnt 

The lesson was learnt, in Ger- 
many at any rate. A German _ pro- 
fessor wrote twenty years ago about 
‘that great mistake to see in the unit 
of money directly a unit of, measure, 
mainly because of the ineradicable 
saw about money as a measure of 
value’. Colin Clark for his investi- 
gations into national income in 
various countries and periods fought 
shy of money and used a unit of his 
invention—‘ International Unit,’ de- 
fined as the amount of goods and 


From “ Money—A Measure of Value?” Progress, the Unilever Magazine, London. 
Winter, 1951 








services which one dollar would 
purchase in the United States over 
the period 1925-34. 

The foregoing implies a powerful 
challenge to the validity of the 
accepted concept of ‘historical cost’ 
as a basis for calculating deprecia- 
tion on fixed assets. It shows up 
the hollowness of the opposition of 
the Millard-Tucker Committee 
against acceptance of a theory which 


involves departing from known 
measures of value. 
It would, I believe, be more 


realistic to regard the * historical cost 
of assets’ as the cost of production 
expressed in money having the pur- 
chasing power at the period of pro- 
duction. 

This conception implies that if at 
any later date calculations have to 
be made on the basis of ‘historical 
cost’ the figure representing cost of 
production expressed in money 
having the purchasing power at the 
period of production should be ad- 
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justed to its equivalent in mon 
having the purchasing power at the 
later date, 

It should not be beyond the 
ingenuity of. our statisticians ‘to 
establish coefficients expressing the 
relative cost of production between 
one date and another of certain 
categories of industrial equipme: 
Depreciation, whether required for 
the publication of accounts or f 
tax purposes, can then be calculated 
on the basis of ‘historical cost’ ac- 
justed, as it should be, by the u 
of the coefficients. Reserves set 
aside in past years for depreciati 
would be subject to similar adjus 
ments. I{ is conceivable, if we come 
to a period of deflation, that no 
addition to depreciation reserve 
would be required during part 
such period. 

Where there is a will there is 
way. The way to remedy the crying 
injustice of the present archa 
method must, and can, be found. 





Valuing Inventories in Inflation 


The merits and defects of using the “ Lifo” system, from the standpoi: 
of American tax-practice 


UNDER ONE OF THE most widely 
used traditional accounting methods, 
the goods withdrawn from inventory 
for manufacture or sale are regarded 
as having been withdrawn in the 
order in which they were acquired. 
This is known as the “‘first-in, first- 
out” method, or, as it is commonly 
abbreviated, fifv. At a time of ad- 
vancing prices, this method gives 
rise to a book profit over and above 
that produced by the normal margin 
between cost and selling price, since 
the goods taken from inventory are 
valued at the lower prices that pre- 
vailed earlier. 


From Guaranty Survey, Guaranty Trust 


This “inventory profit” is rad 
cally different in its nature fron 
ordinary operating profit. It cor 
linues only as long as prices con 
tinue to rise. It cannot be realise: 
in cash without liquidating the in 
ventory, which means going out 0 
business. And, if prices subse 
quently decline, it gives way to 
corresponding inventory loss. 


At times of rapidly changin; 
prices, fluctuations in inventor) 


values may assume major or eve! 
predominating importance in re- 
ported profits. In 1931, for example 
the operating profits (before taxes 


Company of New York, December 195i 
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VALUING INVENTORIES IN INFLATION 


of all 


were more than wiped out by inven- 


United States corporations 
tory losses. In 1933 the exact 
posite occurred: a substantial 
erating loss became a_ reported 
iin because of large inventory 
appreciation. 

In the three-year period 1946-48, 
hich witnessed the great post-war 
price upsurge, the total inventory 
ains of incorporated and unincor- 
yated non-agricultural business 
amounted to nearly $17 billion, or 
more than II per cent. of all re- 
ported profits. Last year the inven- 
tory gain totalled about $6.7 billion, 
or slightly more than 10 per cent. 
of all profits as reported. 


Nature of Inventory Gains 

From the standpoint of sound 
management, the essential question 
is not whether inventory gains are 
labelled as profits or not, but 
vhether their real nature is recog- 
nised. As long as they are not 
distributed, working capital is not 
npaired. 

One form of. distribution, how- 
ver, is compulsory. This is taxa- 
ion. In so far as the taxed profits 
nclude inventory appreciation, this 
orced disbursement must be offset 
y curtailment of dividends or distri- 
ution to owners, if working capital 
s to be kept infact. 

The illusory nature of inventory 
rains and losses has led business 
executives, accountants, and econo- 
mists to seek alternative methods of 
measuring. profis. especially since 
rising prices and taxes became 
major problems. 

One such method is the valuation 
f inventories by the rule of “last-in, 
first-out,” or /ifo. Units of inventory, 
nstead of being regarded as used in 
the order of acquisition, are treated 
is if used in the opposite order—the 
last units used first. The general 


an 
nw 


effect of the method is to match 
current inventory replacement costs 
against current selling prices, and 
thus eliminate inventory gains and 
losses from the income statement. 


Effects of “ Lifo” 

The use of lifo was in 1939 ex- 
tended to American business in 
general. In the early years the rul- 
ings of the Bureau of Internal 
Revenue tended to restrict its use to 
companies with relatively simple 
and homogenous inventories. Des- 
pite these restrictions, some com- 
panies with more complex inven- 
tories proceeded to use /ifo with the 
aid of broader methods of valuation 
than were recognised by _ the 
Treasury’s interpretation of the law. 

Because it excludes inventory 
gains from stated income, lifo is a 
tax Saver at a time of rising prices. 
The same rule, of. course, works in 
reverse when prices are falling. In- 
ventory losses cannot be reported 
for tax purposes, since the law re- 
quires that, once a company has 
adopted /ifo, it must continue to use 
it unless authorised to do otherwise 
by the Commissioner of In‘ernal 
Revenue. 

In retrospect, almost all com- 
panies dealing in commodities could 
have reduced their tax liabilities by 
adopting lifo years ago. Hindsight 
is easier ‘than foresight, however, 
and the question to be answered by 
a company considering the adoption 
of lifo for tax purposes is not the 
past but the future trend of prices. 

Those who favour lifo do not 
base their preference solely on tax 
considerations. They maintain that 
the most realistic method of measur- 
ing profits is the method that 
matches current costs against current 
sales and shows only the profi‘s 
actually available for distribution. 
They point out that lifo tends to 
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smooth out fluctuations in reported 
earnings, since operating profits and 
inventory gains (and their opposites) 
commonly rise and fall together, so 
that each exaggerates the other. 
They contend that the taxation of 
unrealised inventory gains aggra- 
vates inflationary ‘tendencies. They 
believe thaf the inclusion of inven- 
tory gains in reported profits yields a 
false picture of “ability to pay” and 
encourages unwarranted demands 
by wage-earners, s'ockholders, and 
others. 


Objections to “ Lifo” 

An outstanding objection to lifo, 
and perhaps the main deterrent to 
its more general adoption, is the 
legal compulsion ‘o continue using 
it, once it has been adopted. This 
compulsion could result in a severe 
tax penalty in case the market value 
of the inventory should decline 
below the level prevailing at the time 
lifo was adopied. 

To meet this objection, it has 
been suggested that the law be 
amended to permit companies to re- 
value ‘heir inventories at cost or 
market prices, whichever are lower, 
whenever prices decline below the 
level that prevailed at the time /ifo 
was adopted, 

Another common objection to /ifo 
is that it resul’s in a mis-statement 
of the real current value of inven- 
tory. By regarding inventory as 
consisting of the units acquired in 
the most remote, rather than the 
most recent past, it tends to 
“freeze” the valuation at the level 
which prevailed at the time the new 
method was adopted. Over a period 
of broad price change, that level 
would lose all semblance of current 
meaning and become purely 
fictitious. 

It has been suggested that this 
objection can be met by stating in- 





ECONOMIC DIGEST 


ventory on a current basis and se 
ing up a reserve or offsetting accou 
equal to the difference between t! 
current value and the /ifo.base val 
of the inventory, or by means of 
footno’ or explanatory stateme 
attached to the balance sheet. 


Basic Problem 

The dollar, which is the on 
available measuring unit for bus 
ness accounts, is not a fixed un 
In ordinary times its variations ai 
oo small to cause serious difficult 
but at a time of strong inflationa: 
or deflationary pressure they mak 
it virtually impossible to present 
simple and realistic picture of busi- 
ness conditions and operations. 

From the tax standpoint, tl 
choice of accounting, methods de 
pends on the assumptions mad 
concerning future price tendencies 
and inventory requirements. If th 
post-war price advance continues 
and if it proves to mark a transitio! 
from a lower to a_permanentl 
higher price plateau, the effect of df 
reduce current tax liabilitic 
and postpone indefinitely the taxe 
On unrealised inventory gains. O 
the other hand, even a temporar 
price recession would permit com 
panies not on /ifo to write off inven 
tories andthen adopt /ifo on a lowe: 
value basis. 

As long as the law continues 
its present form, therefore, it wil 
probably be a strong deterrent to 
a more general adoption of //fo. In 
view of the uncertainiies and risks 
involved, Most companies will pro 
bably find it desirable to base their 
choice of accounting methods o1 
broad managerial considerations 
rather than tax considerations alone 

4LSO WORTH READING 

“ Routine Accounting During Periecd: 
of Changing Prices,’ Accountancy, Lon 
don, Deaember 1951 and 
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Morals in a Welfare State 


{ Warning from America that Bigger Government may not mean 
Better People 


\W DOES THE trend towards ™ big 
vernment”” affect moral attitudes 
d ethical behaviour? 


Most obvious, perhaps, is the fact 
it big government means high 
ss, and high costs mean high 
xes. The tax burden per capita in 
» U.S. has risen from about $80 in 


1927 to $360 in (950. Tax rates at 


=~ - 


» top brackets of persona] income 
close to the point of complete 
nfiscation. 


The temptation is strong to evade 
ixation at the high rates which can 
ach 82 per cent. of income; it ts 
it to be wondered at, that evasion 


sometimes crosses the line between 


4 


e legal and the illegal. The pres- 
re affects taxpayers and tax-col- 
‘tors alike. 


link Coat Politics 
Big government also means big 


spending, which brings abuses of 


any kinds. Mink coats, deep 


freezers and expensive vacations fall 


the lot of officials, their families 
id their friends. The peddling of 
fluence by “ five-per-centers ” be- 
mes a profitable business. Govern- 
ient’ employees resign to take 
erative jobs with companies they 
ive helped by loans or contracts. 
ublic servants, having established 
iluable contacts with key officials, 
id it profitable to withdraw from 
iblic service and use those con- 
icts as “legal advisers” to parties 
‘eking favours from the Govern- 
rent. 


Some of them even manage io 
keep their public jobs and go into 
business “on the side ’’—business, 
of course, that touches the far-flung 
activitics of government at sirategic 
points. 


The Reconstruction Finance Cor- 
poration has been called a “pipe- 
line from the Treasury to the voter,” 
but it is only one of such pipelines. 
In fact, a government that collects 
and distributes annually, in peace- 
time, something like 16 per cent. 
of the national income may be fairly 
characterised as providing a pipe- 
line from the taxpayer to the voter. 


Pressure Group Politics 


As the scale of Government ex- 
penditures has risen, the nation has 
been brought face to face with the 
problem of “pressure groups” 
representing large blocks of votes 
and demanding financial benefit for 
their members. These groups do not 
regard themselves as sellers of votes, 
but as minorities fighting for their 
“rights.” But their activities come 
close to the borderline of extortion 


Che recipients of largesse from big 
government, with their families, 
constitute a numerous body of 
voters. Reinforcing them is the 
bureaucracy itself. Civilian Federal 
employees (about 90 per cent. of 
whom live outside the District of 
Columbia) now number approxi- 
mately 2$ million, or more than four 
times as many as in 1929. With 
their families, relatives and friends, 


From “ Economics and Morals, Guaranty Survey, Guaranty Trust Company 
of New York, November 1951 





they represent several times that 
number of votes. 

These two blocks of “ payroll 
votes” together account for a sub- 
staniial proportion of the electorate. 
Thus “big government” creates 
vested interest far more powerful 
politically than have ever existed or 
could have existed in the past. 

As government extends its auth- 
ority over economic affairs, public 
decisions on specific questions be- 
come enormously important to indi- 
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viduals and groups. The perso 


who make or affect those decisions 


are exposed to great temptatior 
whether in the form of money, vot 
political 
sonal obligations or attachments, 
any other form of pressure. 

“All power tends to corrut 
absolute power corrupts absolutely 


preferment, threats, per- 


t 


These words, written more than haif 


a century ago, have taken on a ne 
significance with recent tendencies i 
government. 





TAXES ON 


INCOMES IN THE USS.A. 


1940-1951 


The following table shows the net income position of a married 
couple with two children in 1940, and the necessary income in 1951 
to maintain the same purchasing power: 


1940 1940 
Gross Income 
Income After Tax 

$ $ 

3.000 3,000 

5.000 4,925 
20,000 17,857 
$0,000 36,529 


National Industrial Conference 


Board, 


Corresponding 
to 195] 
Gross Income 


[ncoome 
A fte r Tax 
Needed in 1951 


$ $ 
5.256 6,072 
8,629 10,542 
31,285 57,057 


63,999 222.704 


Washington, January 1, 1952 





N.A.T.O. 


DEFENCE COSTS IN EUROPE 


Atlantic Pact experts estimate that aggregate defence expenditure 
by European members will be $66,500 million (£23,750 million) by July 


1, 1954. 
American expenditure on * 
not include 
£1,105 million. 

New 


This total includes American aid at the present rates, and 
infra-structure ” 
Western Germany’s contribution, expected to be 


But it does 
about 


(airfields, etc.). 


York Times, December 18, 1951 





WORLD BANK TO HELP BRITISH COLONIES 
We are very much interested in the Bank’s assisting in the develop- 


ment of British colonies. 


A World Bank mission recently visited the 


Rhodesias and East Africa to study proposed developments in power 


and transport. 


Jamaica, too, is under survey. 


If loans are granted 


they will be the first of their kind; a loan of $5,000,000 was once 


suggested for the Colonial 


Development Corporation, but no agree- 
ment could be made on the terms. 
Eugene Black, World Bank President, in London, December 16, 
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Sixth Year of National Insurance 





In 1949-50, £366 million was paid in benefits 


The First Report of ‘he Ministry 
f National Insurance covered the 
period from the creation of the 
Ministry in November 1944 to July 
149. The Second Report covers 
the next eighteen mon‘hs to Decem- 
or 1950. 


Family Allowances: During 1950, 
yme £62 million was paid out to 
ver three million families. The 
irgest family claiming grants con- 
tained 14 qualifying children, the 
parents therefore receiving £3 5s. a 
week (the first child does not rank 
for payment). 


Of all families receiving allow- 
nees in Great Britain, 64 per cent. 
ad two children, 23 per cent. had 
iree. This does not take into 
ccount any children over the age 
limit of 15 years, 


Unemployment Benefit: Claims 
made during 1950 totalled 2.8 mil- 
on, a slight rise over the figure for 
949; the largest increase in claim- 
nts was among women over 18. 
)f the young workers on the unem- 
loyed register in July 1950, be- 
ween 60 and 70 per cent. were not 
n receipt of either benefit or assist- 
ince grants—this will include a 
iumber of young boys and girls just 
eft school who cannot show 26 
tamps on their cards (/.e., 26 weeks 
n work), but the remainder will 
lave mosily left work “voluntarily 
vithout just cause”. A breakdown 
f this high percentage is not given. 


Sickness Benefit: The variations 
in the number of claims presents a 


clear picture of the effect of 
weather. In the year July 1950 
June, 1951, midsummer saw a 


weekly intake of new claims of the 
order of 100,000; in September the 
number rose steadily to a peak in 
mid-November at 150,000 a week. 
There was then a deep drop over 
Christmas, and (chiefly due to an 
influenza epidemic) a rise to nearly 
450,000 a week in February. Claims 
dropped off heavily to mid-March, 
declined sharply for Easter and 
slowly dropped to the 100,000-a- 
week level of summer again. 


Maternity Benefit: About 700,000 
women received benefits during 
1950; of these 100,000 received the 
higher rate of benefit which is given 
to mothers normally in employment 
and whose work has been inter- 
rupied. There are about 12 million 
married women in the country, 
about 3 million of whom are work- 
ing for employers, and 50,000 work- 
ing on their own account. 


Retirement Pensions: In the 18 
months ending December 1950, the 
number of retirement pensioners 
increased from 3.7 million to 4 mil- 
lion. Some 220,000 men and women 
had reached pensionable age but 
had not yet left work. 


At the beginning of the 20th Cen- 
tury there were 10 people over pen- 
sionable age for every 100 workers; 
there are now 20; in less than a 


From Second Report of the Ministry of National Insurance, H.M.S.O. 


London, November 1951, 2s. 6d. 
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generation there will be 30. There The Dangerous Industry: Pa DN, 
are incen‘ives in the present system ment of 45s. a week is made fi 
of pensions payment to staying on total incapacity owing ‘o industri 
longer in work; these, however, injury. The figures for claims lea\ 
seem (o have had little effect, as one in no doubt as to the hierarch 
monetary incentives seem to play of danger. Out of 15,000 to 16,0( he ( 
little part at retirement ages (65 for claims a week, well over one-thi 0% 
men, 60 for women). Nearly two- come from coal miners. Next 
thirds of the men. and half the order is “engineering, shipbuildin oe 
women, go on working after these and electrical goods.” closely follow -— 
ages: tive years later abou’ 30 per ed by “ building and contracting 600 
- a . - . ‘ - boas a : at HUY. 
cent. of the men and 20 per cent. of but these two classifications on! spul 
the women are still at work. Nor- account for about a sixth of clain wn 
mal expectation of life in Britain is taken together. The lowest, ther: f th 
about 78 years, both for men and fore safes*, classification is “Insul itio! 
for women. ance, banking and finance”, in whic ctor 
ficld just over 1,000 claims wer ner 
~ 1 am os U r 
All Benefits: Some nine million made in 1949-50, or hardly .15 pe 
paymen's of. one kind and another cent. A surprisingly high percen Is 
are made every week by the Mini- tage of claims (over 3 per cent now 
stry, most of them through the Post’ come from “public administratio 1uch 
Office or the Labour Exchange. and defence”. the st 
to. th 
NATIONAL INSURANCE ACCOUNTS, 1950 ndus 
(Year ended 31st March) ine | 
1ere 
Receipts £ Millions Payments £ Millio» rea ¢ 
Contributions from Benefits : Kit 
workers and_=em- Unemployment 19 ” 
ployers 401 Sickness 66 lere 
Contributions from Maternity y Tpo 
Exchequei ; 136 Widows 21 vethe 
Income from invest " Guardians 1 ll or 
ments, etc Pensions 249 ce: 
Death Grant . 2 366 comm 
Total Receipts S68 a 
' Th 
Contribution to 
£ Millions National Health Ser- » Car 
Excess of receipts over vice 40) nd 
payments 138 Administration Costs 24 eCeLV 
Amount. of the 
National Insurance Total Payments 430 “N 
Fund 334 ion” 
hing. 
cono 
SCOURGE OF SILICOSIS 
| | GE OF SILICOSIS aah 
The Medical Research Counci! has established that the highest re a: 
incidence rates of silicosis—lung disease from coal dust—is in South ; 
een vac _ Bs . 5 OM 
Wiles. In soft coal mines 0.99 of a man in every thousand ” 
gets it: in anthracite mines 5.23 men in every thousand. Two German 10n 
mining experts of Duisberg claim that by spraying salt on floors and logat 
walls of mine shafts, both silicosis and explosions are prevented. The hinki 
salt is sprayed with water. and the coal dust sticks to it Social 
Mi NWO ur re > % s . 
ining Journal, December 21, 1951 ensio 
F; 
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JNSUMER REPRESENTATION (i) 


The Co-operative Solution 


he Co-operative Party wants to see closer and more continuous scrutiny 
soctalised industries, more municipal trading and a new policy for building 


| HE NUMBER OF workers engaged in 
i¢ newly nationalised industries is 
600,000 out of a total working 
ypulation of 23,000,000. Thus, in 
srms of manpower, about one-ninth 

the country’s economy has been 
nauonalised. In terms of output this 
‘ctor comprises about one-fifth of 
1¢ national economy. 

Is nationalisation as we _ have 
nown it hitherto, conferring too 
1uch power upon central agencies of 


the state, and giving too little power 
to the workers in the nationalised 


ndustries and to the consumers of 
services? Then 
iere is the question of extending the 
rea of socialisation and the method 

which it shal] be achieved. Is 
ere further scope for the public 
poration method? Or are other 
iethods more appropriate within 
ll or some of the remaining sector 
f industry? 


The co-operative idea is one which 
; capable of a far wider recognition 
nd application than it has yet 
eceived., 


se 


Nationalisation ” and “ socialisa- 
ion” are not necessarily the same 
hing. There are other forms of 
conomic and social organisation, 
\otably the co-operative form, which 
re as much socialist instruments as 
; nationalisation. “* Nationalisa- 
ion” may be only a _ convenient 
logan to avoid the necessity for new 
hinking. The economic basis of 
socialism is to be found in the ex- 
ension of social ownership of all 


Indeed, 
result in a 
not a strengthening, of 


types, not just one type. 
the wrong form may 
weakening, 
Socialism. 


Co-operative Example 

Economic democracy should in- 
vite a high degree of participation 
from the man at the bench and the 
women with the basket in the mak- 
ing of economic decisions. They 
should share fairly the benefits and 
the burdens of these decisions. The 
proper distribution of economic 
responsibility is an objective of 
prime importance. It can become the 
source from which flows the satis- 
faction of all other tests, including 
that of technical efficiency 


Nearly 11,000,000 people (repre- 
senting, with their families, nearly 
half the country’s population) are 
linked together in the joint owner- 
ship of the Co-operative businesses 
of Britain. Throughout the Move- 
ment as a whole there is a wide col- 
lective experience of the participa- 
tion of workers in management. 
This is greatly in excess of anything 
known in any other sector of the 
economy. 


Though the number of co-opera- 
tive members who take part in the 
active control of their society is 
small, it is very much in excess of 
those who participate in conduct- 
ing the affairs of either private or 
nationalised industry. By com- 
parison with the ideal, co-operative 
democracy is sluggish; by com- 


From Statement on Social Ownership, by the National Committee of the 
Co-operative Party. London, November 1951 








60 


parison with other sectors of com- 
merce and industry it represents a 
real diffusion of power. 
Local Government's Role 

We are convinced that the well- 
tried machinery of local govern- 
ment can and should be used for the 
more effective and democratic con- 
trol of public utilities, and in order 
to bring this about: 

(1) Wherever possible the pro- 
ductive and distributive functions 
should be divided, as, for instance, 
in the cases of gas and electricity, 
and the two functions separately 
fulfilled by separate boards. 


(2) Production should be the 
responsibility of boards constituted 
along much the same lines as the ex- 
isting boards though a proportion of 
the members, say, one-third, could 
well be elected by and from the 
distributive authorities. 

(3) The function of distribution 
should be entrusted to boards for- 
med of representatives of the local 
authorities. 

(4) The Government should grasp 


the nettle of the reform of local 
government. 

(5) The larger local authorities 
could themselves become main 


distributive units. 

(6) Elsewhere the method would 
be that of federation, or joint boards, 
representative of the smaller local 
authorities. 

Although the acts of nationalisa- 
tion have in all cases provided for 
the establishment of consumers’ 
councils or consumer consultative 
committees, progress in this respect 
has been disappointing. There 
is a facade of consumer representa- 
tion without really effective con- 
sumer influence upon the undertak- 
ing as a whole. There is a distinct 
consumer interest in the operation 
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of all nationalised undertaking: 
but it is diffuse, not easily identified 
and not easily organised and ex 
pressed . 

It may well prove more profitabl 
certainly at the local and regiona 
levels, to set up independent coun 
cils of a more general kind t 
represent consumers vis-a-vis all the 
nationalised industries. 
Parliamentary Control 

At present the Parliamentar 
review of a nationalised industry i 
confined to a day’s debate upon th 
annual report. We support the vie 
that there should be a series o! 
Standing Committees for — th 
nationalised industries. They shoul 
meet periodically, and _ subjec 
nationalised industries to a muc! 
closer scrutiny that the House ca 
now give them. 

The Committees would have a 
special duty in connection with th 
annual report. They would devot 
to this as many sessions as wer 
necessary to give it thorough con 
sideration. They would be em 
powered to call for written evidenc 
and witnesses. They would after 
wards report to the House in tim 
for the annual day’s debate on th 
industry. 

Interest on Stock 

There are two financial matter 
upon which we ought to comment 
The first is the question of interes‘ 
payments to those who were share 
holders when the industries were 
privately owned. We believe tha 


there should be a re-examination of 
the capital position of nationalised 


undertakings in order to ensure tha 
the financial position of workers anc 
consumers is not prejudiced by un 
justified capital charges upon the 
industry, 

We are not seeking to raise the 
question of whether or not the com 
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unity paid too heavy a price to 
e former owners. We take the 
ew that the various bargains hav- 
ig been entered into and having 
een approved by Parliament should 
e honoured. 

The question we are raising is 
hether the nationalised industry 
nould be expected to bear the full 
urden of the compensation charge 
rrespective of whether it represents 
. just charge for the capital which by 
yublic decision the industry is using. 
Strategic considerations may out- 
veigh the purely commercial and 
yrevent the adoption of policies 
vhich on their merits would be re- 
nunerative. If in any case it can 
ve shown that an industry is un- 
fairly burdened in respect of its 
apita] payments, steps should be 
aken to relieve it of the excess 
harge which should become the 
‘esponsibility of the Exchequer. 

Subject to the adoption of ade- 
juate public safeguards, we _ see 
1othing wrong in principle with the 
‘ubsidising of a nationalised in- 
dustry which efficiently produces a 
basic commodity or service, such as 
fuel or transport. If privately run 
igriculture can attract a subsidy, 
then state-run coal mining or trans- 
port should be able to qualify as 
well. 
Salary Scales 

We are concerned about the level 
of salaries paid to the members of 
the Boards and officials in national- 
ised industries. The social success 
of a publicly-owned industry requires 
progress towards equality between 
the various grades engaged in the 
industry. We see no signs of this, 
and we believe that steps should be 
taken to bring it about. If the skill 
and endurance of a miner are con- 
sidered to be suitably rewarded by 
present wage standards, then no man 
in the industry is worth £150 a week, 


however great his ability and how- 
ever rare his qualifications. We 
believe that too little recognition has 
been given to the adverse psycho- 
logical effect of contrasts such as 
this. 

The desire for public service and 
the wish to do a job commensurate 
with one’s capacities are powerful 
incentives, and we believe that men 
and women of the necessary quality 
would be available at a lower scale 
of payment. 

The levels of salaries paid to 
members of the Government and to 
the high level Civil Service would 
be a better yardstick that that of 
privately-owned industry. 

Plan for Building 

During and since the war it has 
been necessary to maintain a com- 
plex system of controls and licences 
to ensure that that kind of building 
is done which is socially good, in- 
stead of that which is most profit- 
able. Working - class houses, 
factories, schools and hospitals are 
needed in the right place. These are 
by no means always the most profit- 
able projects. Public control and 
public subsidy are necessary to 
make the privately-owned industry 
do what the community most needs 
at prices it can afford to pay. 

The need, therefore, is strong for 
a building industry not guided by the 
profit motive, but much more readily 
at.uned to the social policies in the 
carrying out of which it is necessarily 
a main instrument. 

The privately-owned industry it- 
self presents a picture of very great 
diversity. The size of building firms 
varies greatly. There are well over 
100,000 firms employing less than 
ten men each. At the other end of 
the scale there were. in 1950, four 
very large firms employing between 
them over 33,000 operatives. The 
character of firms is also very varied. 
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Demand for the services of the 
building industry is so widespread 
and diversified that a multiplication 
of small units throughout every 
town and village musi exist side by 
side with the huge organisations 
necessary for the major projects. 

The large firms are suitable for 
direct State ownership. The in‘er- 
mediate units are suitable for muni- 
cipal or co-operative organisation. 
The numerous small units are suit- 
able for ‘transformation into Co- 
operative Co - partnerships. The 
State should afford loans to groups 
of workers willing to buy out the 
small firms employing them and to 
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re-organise them as co-partnershiy 
Specialist services can be organised 
on co-partnership lines, following 
the example of Co-operative Plan- 
ning Limited, the co-partnership 
society of architects. 

In addition, it would probably | 
necessary for a single Government 
Department to have powers of supe 
vision Over the industry as a who! 
for purposes of national plannin 
information, research and the er 
couragement of schemes of mutu: 
assistance (e.g., in the matter of 
hiring equipment as between th 
various units engaged in th 
industry.) 





CONSUMER REPRESENTATION (ii) 


Value For Money 


The Association of Scientific Workers would like to see a State Consume 
Research Council to protect shoppers from bad workmanship, overchargin 
and dangerous ingredients 


IN THESE DAYS of high prices and 
shortages it is very important that we 
should get value for money when 
we buy from the shops. Yet no-one, 
not even the shrewd and experienced 
housewife, can be expert enough to 
judge the merits of al] the range of 
articles. 

From time to time she is taken in 
by a specious advertisement or is 
misled into buying some article 
which she would have rejected as 
unserviceable if she had had the 
opportunity to test it. 

Many cases could be cited of 
goods which lay traps for the house- 
wife. Her judgement may fail when 
an expert has doctored a com- 
modity, e.g., the dyed kipper cannot 
readily be distinguished from the 
smoked article by eye. It is a sad 
fact that industrial scientists often 


find that part of their duties may 
consist in doctoring products so as 
to deceive the purchasers, at any 
rate temporarily. The only remedy 
for this is to employ other scientist 
to reveal such deceptions. 

It is also necessary to study the 
requirements of consumers and to 
get new things made, for by no 
means all the needs of consumers are 
being met by current production. 


Where Price is too High 

Another aspect which deserves a 
closer study is the question of the 
ultimate selling price of a commodity 
compared with its cost of production. 
In some cases the ratio of price to 
cost of production is inordinately 
high. 

Cosmetics provide an example of 
this. It is true that perfumes in many 


From “ Spotlight on Shipping,” Association of Scientific Workers, London 1951 1s. 
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ases are extracted from flowers with 
xpenditure of much labour—oil of 
oses from Bulgaria for example. 

But many cosmetic products are 
iade from everyday ingredients. 
(hey nevertheless share the high 
rices of the exotic perfumes. Nail 
acquer, for instance, is often sold in 
mall bottles at the rate of as much 
s £100 per gallon. Yet paint manu- 
acturers produce it at less than £2 
er gallon, 


Sellers and Safety 

Another problem which requires 
ome attention is the question of 
afety. The more flagrant cases of 
ippliances or products which are 
unsafe in use are already dealt with 
in some way or another. For in- 
stance, dangerous drugs receive con- 
siderable attention from the Ministry 
f Health. Likewise, firms which 
supply tape-worm eggs in slimming 
pills—and there have been such firms 
—are liable to find themselves in 
serious trouble. 

On the other hand there are cases 
where the safety aspects are not so 
obvious. For instance, advertise- 
ments for certain laxatives suggest 
their daily use. It cannot be doubted 
however that from a health point of 
view such a practice should be dis- 
couraged. 

Again there is very little public 
control here over the safety of 
domestic electrical appliances. 
Recommendations 

The most satisfactory solution to 
these problems would be the crea- 


tion of a Consumer Research 
Council responsible to the Lord 
President and, through him, to 


Parliament. This Council would be 
given the task of developing and 
organising a Consumer Research 
Centre. 

At first sight there is attraction in 
the idea of an independent organisa- 


tion on similar lines to some of 
those in the U.S.A., but it is very 
probable that if they were seriously 
to affect the sales of well-advertised 
goods, the manufacturers and ad- 
vertisers would find means to 
restrain their activities. A more 
cogent reason, however, is that the 
British law differs considerably, both 
in form and in interpretation, from 
the law in the United States and any 
criticism by such a body of the 
goods of any firm may involve the 
organisation in a libel action which 
would be fatal to any real attempts 
to protect the consumer. 


Many Government departments 
are engaged in some way in work on 
behalf of the consumer but there is 
lack of co-ordination and, most im- 
portant, no general publicity for the 
results of consumer research. 

The functions of the consumer 
research organisation should in- 
clude:— 

(a) the improvement of the quan- 
tity of reliable and well-designed 
goods sold in the shops; 

(b) the focussing of the public 
spotlight upon such unreliable goods 
as are made and sold; 

(c) the education of the individual 
consumer in efficient buying: 

(d) the promotion of investiga- 
tions and research into consumer 
needs of all kinds; 

(e) the wide publication of the 


findings arising from the above 
work. 
People experienced in Social 


Science, supplemented by a small 
number of laymen chosen by the 
Lord President should represent the 
consumer on the Council. The lay- 
men might be sought from, inter 
alia, the House of Commons, the 
Trade Union and Co - operative 
movements, and other organisations 
representing consumer interests. 
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World’s 224m. Newspaper Readers 
Every day 224 million news- 
papers, 182 million radios and 15 
million television sets are seen and 
heard by the world’s news-hungry 
people. British daily newspapers 
sell 596 copies per 1,000 péople, the 
United States dailies only 354. Yet 
the U.S. consumes 67 per cent. of 
all newsprint. Russia has 7,700 
daily and weekly. newspapers with a 
circulation of 33.5 million—which 
for its population of. 193 million 
means about 170 copies per 1,000 
people, but separate figures for 
daily papers are not given. 
U.N.E.S.C.O.. Report on World Com- 


munications, H.M.S.O., London, 
December 14, 1951 


Australian Costs Rising Fast 

Production costs are rising faster 
in Australia than in Canada or 
U.S.A. Wages particularly have 
rocketed. Coal, steel and transport 
facilities are short; coal prices have 
risen 155 per cent. since 1946 (in 
the U.K. they have risen only 36 
per cent.). 


Australian 
Velbourne, 


Tariff Board Report, 
December 27, 195] 


India, Persia, Japan get 
American Aid 

A $50 million technical aid grant 
to India has been arranged under 
MSA, it will go into a fund to 
which India will itself contribute a 
similar amount. America is to help 
Persia, too—Point Four aid for 
education, health and agriculture 
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from a $23 million allocation t 
Congress. A _ short-term credit of 
$40 million has been granted to 
Japan by the Export-Import Bank 
in Washington, to enable her to bu 
American cotton. Japan is Amer 
ca’s largest market for cotton. 

The Times, London, December 20 a 

January 7, 1952 


Sweden Increases Peat 
Production 

Mechanised production of pea 
fuels is the goal of a Governmen 
scheme in Sweden, whereby 
4,000,000 tons per annum will be 
come available to overcome the coa! 
shortage. Swedish peat-bogs ar 
said to contain two thousand year: 
supply even at this rate o 
exhaustion. 


Mining Journal London, 
December 14, 1951 


Canada Turns to Industry 

In 1921, agriculture employed 37 
per cent. of Canada’s workpeople 
manufacturing and trade 19 per 
cent., commerce and finance 17 pe 
cent. But by 1950, manufacturing 
had taken first place, employing 2¢ 
per cent. Agriculture now employs 
only 20 per cent. In terms of in- 
come, every third dollar in 1950 was 
earned by manufacture. 


Canadian Dept. of Trade and Cominerce 
Ottawa, December 18, 1951 


Jugoslavia Devalues Sixfold 

The Jugoslavian dinar has been 
devalued from 140 to the £ to 840 
to the £, to ease trade with the West 
and attract tourists. 
Manchester Guardian, December 29, 1951 


Colombo Exhibition this Month 
One of the largest exhibitions ever 

held in Asia will take place in 

Colombo from February 16 to 


March 16, 1952. Organised by the 
Ceylon Government, it will high- 
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|.zht the needs of South and South- 
| ast Asia and the way the Colombo 
lan can help to meet them. 
Board of Trade Journal, London, 
December 22, 1951 


tngland’s Bank Clearings 


« Record 
During 1951 bank clearings in 
ondon totalled £108,773 million, 


xceeding £100,000 million for the 
rst time. The 1950 figure was 
94,241 million. Of the Provincial 
learing houses, Liverpool and Man- 
hester easily lead the field, with 
Birmingham and _ Bradford next. 
smallest is Southampton. 

inancial Times, London, January 2, 1952 


Norway Turns the Corner 
For the first nine months of 1951, 
Norway's balance of payments 
howed a surplus of 50 million 
roner (£24 million); in 1950 the 
same period showed a deficit of 745 
nillion kroner. Yet imports have 
isen by 12 per cent. Foreign ex- 
change earnings have risen by 60 
ver cent., partly due to large exports 
f old ships; paper and pulp ex- 
orts have doubled. 
Bank of Norway Bulletin, Oslo, 
December 20, 1951 


Finland Pays First-War Debt 

Two days ahead of time, Finland 
yaid $250,000 as the instalment of 
ts World War I debt to U.S.A. 
leaving a balance of $7,500,000. The 
nstalment, by law, is applied to 
‘ducation facilities for Finns in 
America, and for American students 
n Finland. 


U.S. Treasury, Washington, 
December 13, 1951 


Mexico Turns to Europe 

Imports from the United States 
vere 83.3 per cent. of Mexico’s tofal 
mports for the first ten months of 
(951, against 91 per cent. in the 
‘orresponding months of 1950. The 


relative decrease is said to result 
from trade and payments agree- 
ments with European countries, 
more favourable European export 
prices, and supply restrictions in the 
United States resulting from rearma- 
ment. Imports from Europe, which 
had amounted to 293.3 million pesos 
in January-September 1950, rose to 
680.5 million pesos during the 
corresponding period of 1951. 
Hispano-Americano, Mexico, 
November 30, 1951 


China Building Rail Link 
with Soviet 

A new railway network linking 
Central Asia with North-West China 
is in building. A branch from the 
Turkestan-Siberia line is being run 
across Sinkiang and down the 
Kansu corridor. The Trans-Siberian 
railway already connects with South 
China through the North, and in 
fact reaches as far down as Indo- 
China. 

New York Times, December 3, 1951 
Wages in Japan 

The following table shows the 
buying power of the average earn- 
ings of bricklayers (44.4 yen per 
hour) in October, 1950: 

Working Time 


Price Needed 

Commodity (ven) min 
Rice 22.9 Ib. 3] 

Pork 155.0 ,, 209 
Fish 94.6 .. 128 
Milk 35.1 pt. 47 

Eggs 15.09 each 20 
Tea 124.7 Ib. 168 
Sugar 34.4 ,, 46 

Between October, 1950, and 


August, 1951, average earnings in 
manufacturing went up 22 per cent., 
but the price index went up 24 per 
cent. for all items and 29 per cent. 
for food. Average monthly earnings 
in manufacturing in August, 1951], 
were 11,572 yen. 

Labour Research, London, January, 1952 
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What’s Going On in Belgium? 


BELGIUM’S EXPORT BOOM is in steel 
and producers’ goods. A heavy bud- 
get, and two-year military service 
are draining off the public’s pur- 
chasing power, and there is a serious 
slump in textiles and all consumers’ 
goods industries. The country 
depends on imported raw materials, 
often paid for in dollars, and cannot 
afford to export her manufactures 
without being paid. 


There are only two non-restric- 
tionist measures available. One is 
for Belgium to buy more goods from 
E.P.U. countries: she is doing her 
best to do this. The other is to in- 
crease the working capital of E.P.U. 
to make it adequate to deal with 
emergencies such as the present. It 
is not on Belgium’s decision that this 
depends. 


The present crisis 1s the more em- 
barrassing to Belgium for her having 
become the storm-centre. The crux 
of the matter lies in the big Belgian 
surplus in the European Payments 
Union, a surplus as unwelcome to 
her as it is disconcerting to other 
nations. It has developed under the 
influence of the weaker world com- 
modity prices which have turned the 
terms of trade against the sterling 
area, while the very structure of 
Belgium’s trade has turned them in 
her favour. Just at this moment the 
re-armament programme has brought 
other nations, and particularly Great 
Britain and France, to Belgium as 
large and increasing buyers of the 
things she has to sell. 

Against the situation which has 
thus developed, Belgium has taken 
action under four main heads: 


1. Financial restrictions, keeping 
out “hot money.” 


2. Export restrictions 
E.P.U. countries, 


agall 


3. Import licensing against dol 
goods. 


4. Expansion of purchases 


E.P.U. goods. 


It has gone against the grain | 
Belgium to curtail her dollar import 
She has been a large buyer since t! 
war, and would be as large a buy 
now if she could afford it. There 
no reason in principle why she 
should not buy more from E.P.! 
countries and at the same time b 
as much as before from the Unit 
States. There is, however, a strong 
reason in practice, for her reserves of 
dollars and gold do not suffic 
During 1951, her reserves have not 
deteriorated, but they have not in- 


creased. She has received $294 
million from E.C.A. and $2294 
million in part-settlement of her 


surpluses with E.P.U.; and yet the 
National Bank’s net reserves of gold 
and hard currency are scarcely bi 
ger than they were at the beginning 
of the year. 


In short, though Belgium he 
received gold and dollars, she ha 
been forced to spend them. This 
the price of her industrial activity 
and the expansion of her expo: 
trade; for she is essentially a count: 
organised to process  importe 
materials. The cost of exporting 
arms and equipment to Great Britai: 
and France is largely borne in th 
price of materials bought for dollars 
The transaction thus results i 
Belgium exchanging her reserve « 
dollars for a credit against E.P.U 
If the latter could be exchanged for 
gold, Belgium would not be force: 


From Newsletter, Banque de Bruxelles, Bussels, December 1951 
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WHAT'S GOING ON IN BELGIUM 


economise her dollar spending; if 
could be spent in buying goods 
ym the E.P.U. countries, the ex- 
tence of an embarrassing surplus 
suld not arise. 

.P.U. Funds Insufficient 
Nevertheless, it is important to 
ite that the crisis is only tem- 
rary. Belgium is subject to great 


swings in her export prosperity, due 


her dependence on foreign mar- 


kets, on foreign supplies of material 


and to the fact that, with the high 


st Of her coal, she is a marginal 


producer of many of the things that 


she sells. 


rucially 
countries, and the worsening of her 


The first weakening of the world 
ynjuncture will affect Belgium more 
than her neighbour 


67 


payments position may be as 
dramatically abrupt as the 1951 im- 
provement. The boom has in fact 
lasted longer than usual, which is 
reason the more for expecting a 
weakening before very long. 


Nevertheless, such a boom, and its 
inevitable counterpart, were always 
things with which E.P.U. was sup- 
posedly organised to deal. In fact, 
the provision was insufficient. The 
events of this year have led to calls 
on the working capital of the Union, 
the $350 million of which has now 
been reduced to $179 million. It is 
indeed probable that re-armament 
has increased this drain beyond what 
was originally expected; but this is 
the more reason for saying the pro- 
vision was less than adequate. 





EUROPEAN PAYMENTS UNION 


Use of “ Initial Balances” and Cumulative Accounting Position 


of Member Countries with 


the 


Union, 1st July 1950 to 


31st December, 1951 


(in millions of units of account) 


(equal to $millions) 


Amount of 
initial debit (+) 
or credit (—) 


Country balance used 


Austria 80.0 
Belgium-Luxembourg 29.4 
Denmark 

France 

Germany 

Greece . — 115.0 
Iceland 4.0 
Italy - 
Netherlands — 30.0 
Norway — 60.0 
Portugal — 
Sweden Zh.2 
Switzerland s — 
Turkey si << = 2a 
United Kingdom + 150.0 


Use of Quota 


Credit 
granted ( +) Gold 
or received (+) 


reazived (—) or paid (—) 


— — 17.6 
341.3 249.4 
38.5 
168.0 16.0 
43.3 
{ 0.0 — 
+ 139.3 t+ 98.3 
— 23.1 = 
Ee 9.7 — 
t+ 56.9 40.5 
+ 112.7 - S97 
+ 96.0 + 46.0 
- 30.0 — 23.28 
— 539.2 — 172.9 











Home Subsidies Cut Export Prices 


By HUGH LATIMER 


IT USED TO be thought that there 1s 
nothing we can do about the terms 
of trade, except join in international 
control schemes. But it is now be- 
coming clear that export prices at 
least are more in our own hands than 
we had assumed. Eighty per cent of 
our imports are of foodstuffs and 
raw materials; eighty per cent of our 
exports are manufactured goods. 


But the real difference between 
the two is not their character but 
the different method of pricing. Im- 
port prices, by and large, are decided 
by the auction system or by what 
the traffic will bear. Export prices 
are determined by the cost to the 
manufacturer plus what he considers 
a reasonable profit. Since this cost 
is generally historical — based on 
prices ruling at the time of purchase 
—the British manufacturer is con- 
tinually selling at a lower real cost 
than he receives. 


Economic Rustiness 


There is undoubtedly a natural 
rustiness in our economy which 
makes it harder for us to adjust our 
prices, up or down, than for other 
countries. The cause is partly the 
British salesman’s belief in the value 
of goodwill and commercial honesty 
(in which he may be right) which 
prevents him charging what the 
traffic will bear. But home-controlled 
prices must bear a large part of the 
blame. 


There is an unwritten law among 
exporters not to charge more in the 
export market than in the home 
market, Thus, the controls designed 
to keep prices low in the interests of 


social welfare have had the incidei 
al effect of subsidizing the fore 
consumer and of forcing the Briti 
economy to work harder to earn le 
It is significant that Belgium, who 
economy, like Britain’s is based « 
steel and textiles, has earned a large 
surplus in the balance of payments 
at the very time we have run in 
deficit. In Belgium coal is £13 a ton 
to the householder, against our t 
and steel rails cost £38 against our 
£24 10s. 


It is not suggested that prices of 
British exports could universally be 
put up and still be sold as freely as 
before. They might not even gross 
the same total value. If they did (as 
some economists, notably Mr. Ro\ 
Harrod, believe) there would be a 
case for revaluation of the £. But it 
is suggested that the economy needs 
a greater flexibility than it has had 
in the past six years, so that pro- 
duction of the goods in short supply, 
freed from price and investment 
control, should be encouraged to ex- 
pand to meet the world demand 
The profits so earned need not go ai! 
to the producer. They could go to 
reserves, to taxation, even to higher 
wages. 


Thus, however anxious the ne\ 
government may be, in the interest: 
of recognized social policy, to g 
slow in the movement to decontro 
(when the alternative is “rationing b 
the purse’’) it seems likely that th 
need for a more flexible home 
economy to meet outside change 
in price and supply may force it 
along the path of freedom willynill) 


From Local Government Finance, London, December 1951 
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Furope’s Heavy Tax Load 


The Marshall Aid administration is now succeeded by the Mutual 


curity. Agency. 


Before winding up, the E.C.A. took this last look 


round Europe 


Effect of Price Rises: For the 
articipating countries of Western 
|_urope, the rate of rise of the price 

imports has far oustripped that of 
exporis. The rise in the average 
alue of imports which was due to 
rises in the cost of materials was 
400 million a month in the first 
guarter of 1951; the rise in export 
receipts due to rises in the average 
alue of, receipts was only $180 mil- 
on a month. 


Tax Burdens Heavier than Ameri- 
an: Taking into account State, 
local and national taxes and social 
nsurance levies, the tax burden of 
he European NATO countries 1s 
ieavier than that in U.S.A. United 
States taxation is 26 per cent. of the 
‘ross national product. United 
Kingdom taxes are 34 per cent., 
Norway's 32 per cent., Holland’s 28 
er cent., France’s 27 per cent. Only 
(taly’s percentage is lower than the 
American, at 24 per cent. 


Military Forces: Excluding Italy, 
he NATO countries in Europe had 
10 per cent. more men under arms 
han they had in 1938. Plans for 
1952 shoot even higher, but to these 
‘nds Europe will have to increase 
ts production of military hard 
oods from $1,500 million to $2,500 
nillion. 


Industrial Production: — Largest 
rains in output during 1951 were 
egistered by Austria, Belgium, 
Western Germany, Italy and Greece, 


Where production increased by be- 
tween 16 and 29 per cent. In 
France, Holland, Norway and the 
U.K. the rise ranged from 6 to 14 
per cent. In Denmark and Sweden 
the increase was small. But—in 
absolute terms the latter countries 
showed the largest increases, the 
percentages being merely a reflection 
of the greater initial volumes of 
production. 


Steel: Largest gains in steel pro- 
duction were made by Germany, 
France, Belgium and Italy. Steel 
production in the U.K. in the second 
quarter of 195i was below that of 
the average of the previous year, as 
a result of shortages of, steel-making 
materials. German production rose 
to almost 1,150,000 tons a month, 
the highest in any quarter since the 


war; France produced just over a 
million tons a month; Belgium- 
Luxembourg produced nearly 


700,000 tons a month, an all-time 
record. Italy’s production soared to 
40 per cent. above twelve months 
ago with a May output of 276,000 
tons a month. United Kingdom 
production was running at a 
monthly average of 1,370,000 tons 
a month at that time. 


Coal: The continued failure of 
Western Europe's coal output to ex- 
pand more rapidly generally remains 
the greatest single obstacle to econo- 
mic expansion. Coal imports from 
the U.S.A. scheduled for 1951 were 
25 million tons, costing $500 million. 


From Report to Congress of the Economic Co-operation Administration, 
Washington, November 6, 1951 
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Motor Vehicles: France, Italy 
and Germany increased output 
sufficiently to compensate for the 
small decline in the U.K. The 
second quarter of 1951 saw a 
monthly average of about 145,000 
vehicles for the whole area. 

Sulphur: Europe is increasing 
production from iron pyrites, anhyd- 
rite and zinc blendes to ease short- 
ages. The only major source of 
crude sulphur in Western Europe 1s 
Sicily, where Italy proposes to use 
E.C.A. Counterpart Funds to open 
up new facilities for production. 

Agriculture: There are about 16 
million farms in Western Europe, 
but to get 16 million farmers to pull 
in the same direction poses difficult 
sociological and political problems. 
Even with a rise of 10 per cent. over 
pre-war production, agriculture has 
no{ kept pace with population in- 
creases; production per head is 3 per 
cent. below 1938. 

South-East) Asia: Marshall Aid 
for S.£. Asia has only been planned 
for this area since July Ist, 1950, 
and projects have been slower in 
getting started than in Europe. 
$30 million have been authorised in 
paid shipments, the greater part of 
this total going to Formosa. 


NEW UNITED 


NATIONS 
PUBLICATIONS 


Report of the U.N. Mission of Te 


nical Assistance to Bolivia, New Yo 
November 1951 (available from H.' 
Stationery Office Ils.) Lays stress 


the need for administrative reform a: 
contains the imaginative suggestion tl 
* administrative assistants,” drawn fron 
variety of national sources, should 
appointed by the Bolivian Governme! 
Problems of Unemployment and Inf 
tion 1950 and 1951. Anilysis of repli 
by governments to a U.N. questionna 
New York, November 1951 (availa 
from H.M. Stationary Office 9s.). 


Annual Bulletin of Transport Statist 


1950 E.C.E Geneva 1951. (availat 
from H.M. Stationery Office). 
Ouarterly Bulletin of Steel Statist 
for Europe No. 5 ECE Gene\ 
December 195] (available from H.\ 


Stationery Office). 


’ 7 , 7 P Py ses 
Commodity Trade Statistics. Statistic 


Pape rs Series dD, NO. J @ id 8. Statisti 
Office of the United Nations, New Yo 
1951. Preliminary issues of a new ser 


providing quarterly figures on = wor 


commodity trade by countries of prom 
enee and destination classified accordi 
to the Standard International Tr 


Classification. 


National Income Statistics. Suppleme 
1938-1950 Statistical Papers Serie 
No. 2? Statistical Office of the Unite 
Nations, Ne York. 195]. 


Conimodity Reports, Fats and Oils N 
3 F.A.O. October 1951. 


Rome 





ECONOMIC RESEARCH COUNCIL 


Wednesday. February 6. at 


Education.” 


Wednesday, March §, 


Money in 


8 ociock: 
Chairman of the Isle of Wight Education Committee. on 


at 8 o'clock: Mr. 


MEETINGS 


Miss May O/’Conor, 
“Value for 


Harold Wincott. Editor of 


the Investors’ Chronicle. on “ Resistance to Butler in High and Low 


Places.” 


All meetings take place at 55 Park Lane, London. 


W.1. Non- 


members who wish to be present are very welcome—if they kindly 
notify their intention to the Secretary, Economic Research Council, 18 
(GRO 4581). 


South Street, London, W.1 
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America Also Has Index Trouble 


By JosePpH A. LOFTUS 


Bureau of Labour Index 
Living Index” to “ 


AMERICA Consumers are asking: 
Vhy, when prices are soaring, 
2s the Index only rise a fraction 

a point?” | And_ wholesalers 
pecially in textiles) are asking: 
Why. when prices are falling out of 

market, does the Index show a 
e at all?” 

The Consumers’ Price Index ts 
ide up of more than the prices of 
ods; it includes prices of services, 
tertainments and rents. But a few 
ints must be borne in mind: 


1. The index does not measure 
anges in the cost of living. No- 


body knows how much your cost of 


- 


ing is, except yourself. If your in- 
me suddenly doubles, you move 
io a new demand category, a new 
indard of living. So your cost of 
ing may rise steeply, even if all 
ices are frozen. You think prices 


ire rising; you yourself are doing the 


ing. 

2. The Index measures the cost of 
“market basket” — some 225 
‘ms, the composition of which was 
vised in 1951. As buying habits 
e changing rapidly, another revi- 
yn will be made in 1952. 


ngel’s Law in Reverse 

When the 1951 revision was made, 
was found that although families 
¢ spending more on food in money 
rms, the proportion of total income 
ent on food was declining. Engel’s 


aw, which states that the smaller 


¢ income the more spent on food, 
therefore acting in reverse in 


\merica, and thus proving the Law. 


has had its name changed fromm 
Consumers’ Price Index.” 


ni ( OST of 
And here is why 


3. The Index is made up of prices 
of certain qualities of goods. Speci- 
fications (for clothing, for instance) 
identify exactly the items that enter 
into the Index. When therefore 
qualities change, and the Index 
quality perhaps disappears off the 
market altogether the Index has 
to be changed, and a higher quality 
substituted in the list of items. The 
effect on the Index is countered 
somewhat by lowering the “ weight” 
given to the item. 


The ideal way to gauge effects of 
quality change would be to measure 
expenditures before and after the 
change; but this is obviously im- 
practicable. 

The consumption pattern of the 
“typical” family — which has four 
members and an income of $3,500- 
$5,000—is as follows: 


THE CONSUMERS’ DOLLAR 


Food ve 35 cents. 
Clothing 13 cents. 
Rent 11 cents. 
Furnishings 6 cents. 
All other... 35 cents. 


100 cents. 


Since Korea, food prices have 
risen 15 per cent., clothing prices 13 
per cent., rent 6 per cent., and fur- 
nishings IS per cent. up to mid- 
1951, dropping to 13.5 per cent. or 
less. All items have risen 11 per 
cent, 


From New York Times, December 16, 1951 
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DIGEST BOOK REVIEW 








Economics: An Introductory Analysis 


By PauL A. SAMUELSON (Massachusetts Institute of Technology) 


A RECENT PRODUCTIVITY GROUP 
studying education for business in 
the United States reported that the 
Universities there lay more stress on 
the technological aspect of studies 
than in Britain. This emphasis is 
also revealed in this text-book. 

It begins with a thorough descrip- 
tive survey of the American econo- 
mic scene as at early 1951, with the 
greater part of the space devoted to 
income, saving and investment. For 
the first 300 pages the reader is be- 
guiled by this, but the student may 
wonder when the Professor is going 
to tell him anything about econo- 
mics. 

The descriptive appearance is 
remarkably deceptive. Almost with- 
out noticing the transition, he will 
find himself in the midst of the 
theory without being aware that he 
ever left the practice. We recom- 
mend this book to teachers—par- 
ticularly to teachers in technical 
institutes—as a fine way to interest 
students by beginning with exam- 
ples that impinge on their business 
experience. 

The book is written throughout in 
the style that the dance-music pub- 
lishers call “brightly”. The matter 
is none the less sound, as can be 
gauged by these samples: 


Businessman, 1920-1950 

“During the prosperous 1920's, 
the prestige of the businessman was 
at an all-time high—much to the 
disgust and contempt of. litterateurs 
isolated in Greenwich Village or ex- 


patriated in Paris. Despite the la: 
pooning of Sinclair Lewis’, ‘Babb: 
the businessman’s go-getter phil 
sophy was in the ascendancy. Even 
religion was promoted as go 
business and explained in accou! 
ing terms. 

“It is now history how Herbe 
Hoover reaped the ensuing whuir!- 
wind. The fickle public, terrified | 
unemployment and resentful of d 
pression, drove its old idols from the 
temple. Like savages who mu 
blame even the breaking of a fis! 
line on some evil spirit, the Amer 
can people began a great witch-hu: 
for the crooked businessman wh 
began the Great Depression. As 
honest concerns had not failed wit 
the dishonest, and if ignorance an 
Stupidity were not infinitely mor 
important than fraud... . 

“The businessman has never ful! 
returned to his previous positioi 
Shaken by considerable losses, lan 
pooned by novelists, harassed b 
government and labour, pounce 
upon by courts for violation of anti 
trust laws which he had forgotte 
existed, it is little wonder he wa 
dyspeptic before the war. But dur 
ing the emergency of World War I! 
he experienced a feeling of bein; 
wanted and needed. The post-wa 


period finds some of his. statu: 
restored.” 
Small Business in the U.S. 

“There are almost 400,000 


grocery-store Owners in the Unifed 
States, all trying to make a living 


Published by McGraw-Hill Publishing Company Ltd., London, 36s. 
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ere are almost a quarter of a mil- 
1 automobile service stations; 
re than 50,000 drugstores. 
‘Some of these ventures are 
thly successful, but it is still true 
say that most do not earn for 
elr OWners much more than they 
uld get with !ess effort and risk 
working for somebody else... . 
ost independent grocery stores do 
‘s than $50 of, business every day; 
ich small scale efforts are doomed 
’m the very beginning, and help to 
ustrate why one-third to one-half 
all retail businesses are discon- 


ae 


u — 
-- 


tinued before they are two years 
old.” 
Pooey to Laisser Faire 


“No longer does modern man act 
is if he believed: “That government 
vverns best which governs least.’ 

a frontier society, when a man 
noved farther west as soon as he 

vuld hear ‘the bark of his neigh- 
our’s dog, there was some validity 
to the view, “Let every man paddle 
his own canoe.’ But today the 
waters are too crowded to make un- 


— re _ = 


adulterated rugged individualism 
tolerable. The emphasis is increas- 


igly on ‘We’re all in the same 

boat,’ ‘Don’t rock the craft,’ ‘Don’t 
spit into the wind,” ‘Don’t disregard 
the traffic signals’.” 


Pump-Priming Confusion 

“When the New Deal was still 
very new, many people thought that 
if the government would only spend 
a little money the economy would be 
lifted from the doldrums and would 
carry on forever after on its own 
steam. 

* Actually, countercyclical fiscal 
policy is as different from pump- 
priming as a gasoline engine is from 
a perpetual-motion machine. Stop 
feeding gas and the motor stops; 
stop eating and you will waste away. 
So with compensatory finance. Pub- 
lic spending may have powerful 
secondary effects, but, like private 
investment its effects cease soon 
after it ceases. In economics, there 
are few magical ways of getting 
something for nothing.” 

To his previous commendations, 
the reviewer must add two more. 
The tables of figures given are very 
recent, and presented in such a man- 
ner as to leave the reader in no 
doubt as to why they were included. 
And at the end of each chapter there 
is a short list of questions on the 
subject matter—and not the sort of 
questions that can be answered 
merely by turning back a few pages 
and lifting the author’s words. 


A. C. 


U.S. FARM SUBSIDIES COST £982 MILLION 


Since 1933, the Government of the United States. in supporting 





farm prices of certain commodities according to monthly parities, has 
spent $982 million. In the year ended June 30, 1951, the cost was $346 
million, the biggest loss ever. Through the Commodity Credit Corpor- 
ation (CCC, initials well known from the earliest days of the New Deal) 
the Government lends money to farmers or buys their crops when prices 
fall below the fixed support level. If the prices rise within a specified 
time, the farmer can recover his crop and take the profit. If prices do 
not rise, the Government stands the loss. 

Subsidies paid during the year to June 30 last included: dairy 
products $111 million; dried eggs, $76 million; potatoes, $63 million. 
Dried eggs and potatoes have since been dropped from the support 
programme. While these subsidies are being paid, the Office of Price 
Stabilisation is also spending money trying to hold prices down by 
consumer subsidies. 

York Times, December 28, 


From New 1951 











True Burden of Government 


By A. R. Prest (Cambridge 


What the National Income Formula Does Not Show 


IT HAS BECOME COMMON to find state- 
ments that the revenue of the 
Government amounts to a certain 
percentage of the national income. 
This ratio will not tell us anything 
about absorption of real resources 
by the Government sector. For 
there is no necessary correspondence 
between receipts on current account 
(with which such statements seem 
to be primarily concerned) and 
expenditure: nor is all expenditure 
incurred on real resources. 


If is equally clear that the revenue- 


national income ratio tells us no- 
thing about the’ proportion of 
national output produced by the 
government sector. For that we 


need, ideally, the value of net out- 
put of the government and_ the 
private sectors of the economy cal- 
culated on a comparable basis, 
which means, for instance, making 
appropriate depreciation allowances 
for buildings of the central govern- 
ment. 


From the annual White Paper 
figures of Government expenditure, 
we find that government absorption 
of real resources amounts to about 


20 per cent. of the National 
Income (net, at factor cost). It 
would also seem that government 


net Output is about 7 per cent. of 
total output, 


Effect of Tax Policy 
Any estimate of the overall ratio 


of government revenue to National 
Income tells us nothing about the 


re-allocation of resources result 
from governmental fiscal activity 


It is conceivable that vast sui 
could be raised by direct taxatio 
and yet the reactions of taxpaye 
be such that, taking into account t! 
effects of any government expend 
ture on goods and services and a 
re-distribution of incomes, the: 
would be no re-allocation of produ 
tive resources. But a comparative 
small tax on some product such 
coal, which enters into a wide varie! 
of uses with differing elasticities 
demand, could cause considerab! 
modification of relative prices an 


outputs, even though the amount o! 


revenue raised remained a low pe 
centage of the National Income 


Limit of Taxable Capacity? 

Older writers have brought fo: 
-ward arguments designed to sho 
that there is a limit to taxable cap 
city — defined by the differenc 
between the National Income an 
some vague level of consumptio: 
At the time this view was fashio1 
able (e.g., after the first world wa 
this was not altogether unreasonable 


But to-day, when a larger part o! 


the revenue raised by government 


is paid out again in the form o! 
transfers, and does not finance thi 


} 

i 

purchase of real resources b 

government, this viewpoint does no 
seem helpful. 

Mr. Colin Clark has put forwari 

a modern version of the taxable cap 

acity concept, that by empirica 


From “ Government Revenue and the National Income,” Public Finance 
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dence states that beyond the 25 
cent. ratio of revenue to 
tional Income, inflationary forces 
ome so strong that any attempt 
raise taxes automatically raises 
tional Income. (See Economic 
vest, November 1951, page 477). 
Quite apart from any statistical 
\itations inherent in this calcula- 
n, the whole notion of a fixed 
iit must be treated with reserve. It 
umes that all workers will ask for 
her wages when taxes rise, and 
t agree to reductions when (say) 
k benefits increase. But it is just 
likely that people will use the 
ler weapon at their disposal 
luction of the labour supply by 
ikes, go-slow movements, etc. 


Vhat is “ Revenue ”? 
If an organisation behaves more 
.¢ a Governmental than a com- 
‘rcial organisation, it must be in- 
uded as part of Government, and 
s Income as revenue. If the revenue 
any organisation has effects 
nilar to taxation, then that organ- 
ition also comes into the revenue 
cture. On these grounds, it seems 
st to include the trading depart- 
ents of Government and _ the 
itionalised industries. 
The only unambiguous measure- 
ient of revenue will include all the 
ceipts of the administrative and 
iding departments of Government 
the main exceptions being receipts 
1 Current account, which represent 
‘ductions from income at source 
g., Income-tax paid by Govern- 
‘rent bond - holders), and various 
pes of capital receipts. 
If one takes such a gross measure- 
ent of Government revenue, one 
innot relate it to the usual con- 
pts of National Income and obtain 
meaningful ratio. It is suggested 


that it be related instead to the total 


alue of all real transactions taking 


place in the economy, 
inter-industrial payments. 


including 


In this way businessmen’s out- 
payments to the Government wil] be 
related to their total expenditure, in 
the same way as a_ household’s 
tax-payments are related to its total 
personal expenditure. Estimated in 
this way, a rough calculation shows 
that Gross Government revenue was 
about 17 per cent. of gross national 
payments in the U.K. in 1949, 


Anti-Slump Action 

The uses of the revenue-national 
income ratio, when it can be found, 
and viewed in the light of. the fore- 
going remarks, are as follows :— 

1. It is an indication of the 
potential Government ability to 
implemenf its programmes of full 
employment and income redistribu- 
tion, although the actual contribu- 
tion to total output is not indicated 
by it. 

2. We may estimate from it the 
true ability, as distinct from the 
declared intention, of a Government 
to take anti-cyclical acfion. Sup- 
pose we have two countries in 
which both Governments spend 20 
per cent. of the national income on 
goods and services. But in the first 
the value of transfer payments 1s 
equal to the expenditure on those 
goods and services, and in_ the 
second it is zero. In the first, a 5 
per cent., cut in tax rates will pro- 
duce a much larger budget deficit 
than in the second. Is there any 
doubt that the first country could in 
practice surmount cyclical difficul- 
lies more easily? 


11SO WORTH READING 
“Comment Comparer la Part de 
L’Etat et le Revenu National,” in Etudes 
et Conjoncture, Presses Universitaires de 
france. Paris, November-December 1951. 











FEDERATION OF BRITISH INDUSTRIES INVESTIGATION 





Facts of U.K. Industry’s Reserves 


Eighty Companies, replying to an F.BJI. questionnaire, state figures to sh 


how capital is ‘being run down, even while distributed profits are falli) 


THE FIGHTY COMPANIES replying to 
the F.B.1. questionnaire employ over 
600,000 people and possess total 
book ussets of over £1,000 million. 
Their replies were scrutinised to 
throw light on three problems : — 

1. How did assets in 1949 com- 
pare in real terms with those of 
1938? 

2. How had companies financed 
the increased money-value of assets 
during the period? 

3. Are capital resources 
quate now and in the future? 
1. Real Assets, 1938-1949 

At book values, assets rose from 
£447 million to £809 million. When 
adjusting these figures for the 
change in the value of money, land, 
goodwill, patents and trade invest- 
ments are excluded, as there is nor- 
mally no question of replacing these 
kinds of assets. 

The book-values of the remainder 
are shown on the accompanying 
table 


ade- 


BOOK VALUES OF SELECTED ASSETS 
(£ million) 


Asset 1938 1949 Increase 
Buildings, 

plant and 

machinery 127 197 70 
Net current 

assets IS7 §6414 257 

It is generally accepted that in 
1949 average prices of _ plant, 
machinery and buildings were not 
less than 2} times those ruling in 
1938. 
From. “The Effects of Inflation on 


Industrial Capital Resources,” 
British Industries, London, November, 195} 


The conservative E.C.A. Index 
249 (1938 = 100) has been applied 
the 1938 figures, and the 1949 fig: 
has been adjusted to allow for 
fact that the book-values in tl 
year covered purchases at vari 
prior dates and, _ therefore, 
various values of the £. 
bought several years ago have ther 
fore been up-valued considerab! 
more recent assets being up-valu 
to a lesser degree. E.C.A. indic 
have been used for this purpose als 

The result is that the 1938 ass: 
are revalued at £315 million, ai 
the 1949 assets at £304 
This indicates a slight reduction 
real terms. 

The current assets of 1938 we 
worth £378 million in 1949 price 
no adjustment being made to t 
figure of. £414 million for curr¢ 
assets in 1949 itself. 

The adjusted figures are given 
the accompanying table for compa 
son. 


REAL VALUES OF SELECTED ASSI 
(£ million) 

Asset 1938 1949 Chane 

Buildings. 
plant and 

machinery 315 304 if 
Net current 

assets 378 414 36 

693 718 pe 


By another calculation, the fix« 
assets of 1949 can be up-valued 
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£356 million, which would give the 
increase in all assets during the 
period as £77 million. 

[he current assets are seen to 

ve increased only £36 million in 
real terms; yet the money-value has 

reased by £257 million. The 

ference, £221 million, is the in- 
creased cost of financing the same 

lume of stocks, debtors and cash 
(fess current habilities like creditors). 
2. Financing of Increased Values 

How was the extra money found? 

Comparison of balance sheets at 
the two dates show that new share 
sues, including premiums, brought 

£52 million, borrowing £60 mil- 

nn, Imcrease in tax reserves £55 
illion and profits refained £199 
illion. 

The increase in undistributed pro- 
its falls far short of the £290 million 
2cessary (£220 million for current. 

£70 million for fixed assets) even to 
maintain capital intact. The extent 
to which these companies have been 
forced to seek funds from outside 
demonstrates clearly the inadequacy 
of profits after taxation. 


Adequacy of Resources 

Total number of employees of the 
) companies rose by about a third 
uring the period. Yet in 1938 


fixed assets per employee (at 1949 
prices) averaged £628, and in 1949 
averaged only £449. As ouiput has 
increased by a third, it has been 
gained despite a fall in the amount 
of capital per employee. 

The problem of maintaining capi- 
tal intact is likely to grow more 
acute. On the basis of replacement 
costs, depreciation in 1949 should 
have been £427 million; provision 
actually made was £189 million. 
Reserves increased by £199 million 
since 1938, but this was not even 
enough to finance the increase in 
stocks. 

The conclusions drawn from the 
survey are disturbing. Undistributed 
profits are insufficient to maintain 
capital, yet the proportion of profits 
distributed has nof risen but fallen 
(27 per cent. in 1945, 224 per cent. 
in 1949). Levels of prices and pro- 
fits have not, therefore, been exces- 
sive, but too low to susfain the 
burden of taxation under existing 
methods of computation, and to 
maintain the productive capacity of 
industry. 








(For the British Bankers Association's 
Memorandum to the Royal Commission 
on Taxation, dealing with this subject in 
another way, see Economic Digest 


October 1951, P.448). 





How British Goods Fare in U.S.A. 


And How They Could Fare Even Better 


rw AMERICANS ARE prepared to 
ive a firm view on the prospects of 
consumer goods or the likelihood of 

continuing recession, but on the 
whole they seem fairly optimistic. 
Everybody with whom T_ talked 
recently agreed, however, that even 
if there was to be no disastrous 
‘ump, there is certainly no question 
f any renewed spending spree. 


From “ Open Letter to Manufacturers Exporting to the United States,” 


Everyone expressed concern about 
British prices. Not only were they 
too high, but, what is more damag- 
ing, increases were made in par- 
ticular products just at the time 
when American manufacturers of 
similar goods made a_ reduction. 
The label “ Made in Britain ” is still 
a most valuable selling point, but it 
cannot work miracles by selling 


Board of 


Trade Journal, London, January 5, 1952 
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goods which are really of no better 
quality and yet more expensive. 
Furthermore, British goods have 
now to meet foreign competition, 
not only from Japan and Germany. 
This competition is not now con- 
fined to the cheapest or to the very 
low quality stuff. A lot of Japan- 
ese goods cannot be dismissed as 
shoddy; in workmanship and design 
they are up to British standards. 
We cannot in these circumstances 
rely on sentiment to influence con- 


sumers in favour of the British 
article. 
Business Courtesy 

Americans who were far from 


wishing to criticise the British were 
genuinely concerned at the way in 
which some manufacturers antago- 
nise their customers or potential 
customers by failing to show them 


a 
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the courtesy and prompt attention 
to which Americans are accustomed 

Explanations for delays and high 
prices are easy to find, but it is im- 
possible to think up any defence ‘or 
British firms who took three or fo 
weeks to reply to a letter, and when 
they did so gave no apology. 

Firms who have been asked 
cable replies have simply ignored the 
request and answered at leisure 5) 
air or even surface mail. 

I was asked why firms, in answer 


oe | 


to enquiries for their goods, used the 


phrase that they were “not int 


ested” in exporting to the United 


States. This may be the simple 
truth, and an accepted business 
pression. But it is an unfortunate 


one for any of us to use nowadays 
dealing with Americans; a refusal 


do business might easily be more 


tactfully worded. 





NEW U.K. CAPITAL ISSUES IN 1951 
New capital issues in 1951, as compiled by the Midland Bank 
Limited. amounted to £251.990,000, showing a substantial decline 
from the highest total in a post-war year of nearly £313m. reached 
in 1950. Even so. the total was well above the level of other post- 
war years except 1948, which it roughly equalled. Issues by public 


boards have contributed largely to variations in the figures for recent 


years. 
1950 £1483m.: 
Council. 


while last 


In 1948 the British Electricity Authority raised £99}m. and in 
year’s total includes £73}m. 


for the Gas 


The analysis of new issues by destination and type of borrower 
shows a steady increase in amounts provided for home production. 
Total overseas borrowing last year, at £48}m., was slightly lower than 
in 1950, though higher than in earlier years, and accounted for 19.3 per 


cent. of all issues. In 1951 


the figures included over £43m., for the 


Norwegian Government, the only other issue in the United Kingdom 


capital market by 


u foreign governmeni since 1937 being the raising 
of just under £14m. by the Republic of Iceland in July 1949. 


Britain 


subscribed nearly £5m. last year for the World Bank. 


Midland Bank Press Release, London, January 1, 


1952 
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Pakistan Must Plan 


By MOHAMMAD ABDUL QADIR (Karachi) 


P\KISTAN IS predominately an agri- 
tural country. It has got abun- 
lant supplies of, wheat, rice, tea, 
tar-cane, tobacco, cotton, jute, 
-k-salt, raw hides and skins and 
fruiis, etc. Eastern Pakistan holds 
world monopoly of jute, grow- 
about 70 per cent. of world 
« pply. 
Pakistan has a total area of 54 
million acres, 37 per cent. of which 
irrigated, 77 per cent. of the total 
luvation being under food crops. 
[he total area under cultivation 1s 
ughly 43,900,000 acres. 
Ihe area under wheat is about 10 
llion acres, yielding about 3.5 
illion tons. Rice accounts for 25.6 
million acres and the out-turn is 9 
million tons. Other cereals cover 
5,080,000 acres, yielding an annual 
produce of 1,180,000 tons. Gram 
-overs 3 million acres, the yearly 
production being nearly 700,000 
tons. 
Pakistan is also rich in cash-crop 
sources. In 1946-47, jute covered 
|.903,000 acres with a yield over 
516,000 bales (one bale weighing 
‘0 lbs.). At the average price of Rs. 
50/- per bale, the value of the jute 
rop of Pakistan is Rs. 900 million 
per annum. The area under co°ton 
1 1945-46 was 3,300,000 acres. In 
point of, quantity Pakistan produces 
about One-third as much cotton as is 
produced by the Indian Dominion. 
ea is grown in Eastern Pakistan. 
li occupies 80,000 acres, with an 
annual yield of 45 million Ibs. 
‘obacco is grown mostly in Eastern 


Pakistan, though certain quantities 
are grown in Western Pakistan. 
Annual production is 150,000 tons. 
Production per acre is low in 
Pakisan as compared with other 
countries. Average cultivation unit 
is very small and hence unremunera- 
tive. Standard of living of the agri- 
culturist is low. Our farmer is 
ignorant, improvident and indebted. 
No scientific balance is kept between 
cereal-production and cash-cropping. 
People in general are under-fed and 
suffer from malnutrition. Our 
average production of wheat per 
acre 1s 662 Ibs., as against 1060 Ibs. 
in italy, iZ7i ibs. in France, 1280 
in U.K., 1892 Ibs. in Germany. Our 
cotton out-turn per acre is 920 lbs., 
but in Egypi it reaches 4000 Ibs. 


Industrial Infancy 

Pakistan is an industrial infant. 
She has neither big industries nor 
developed mineral resources on a 
scale commensurate with her size 
and population. She has less than 
10 per cent. of ‘he industrial estab- 
lishments in undivided India and 
less than 7 per cent. of the industrial 
population. 

Small-scale and cottage industries 
are scatfered throughout Pakistan. 
Multan is noted for its handloom 
weaving. Lahore and some places 
in West Pakistan are noted for their 
iron-foundries and small workshops. 
Cutlery of an inferior type is made 
in Wazirabad. Surgical goods and 
hospital goods are made in Sialkot 
by cottage workers in association 
with a couple of small factories. 


‘rom “ Economic Planning: Why and How,” Technical and Commercial Book Co., 
Lahore, Pakistan, 1951, Rs. 2. 








80 


Small-scale industries are the only 
ray of hope in the industrial gloom 
of Pakistan. First priority should 
be given ‘o their development in the 
Economic Planning of Pakistan. 
Nay, they should be preferred to 
large-scale industries or at least rank 
‘pari passu’ with factory industries 
because of their peculiar advantages 
to an agricultural coun ry like Paki- 
stan with its vast population, unem- 
ployment, seasonal unemployment 
and dearth of capital. Their finance 
and marketing should be organised 
on co-operative Or corporate lines so 
as to enable the small industries to 
play their due part in the industrial 
development of Pakistan. 


Industrial Planning 

Pakistan has the ‘will’ o plan but 
the way of achieving the same is not 
clear-cut and business-like. Every- 
thing is yet in the blue-print. 

We are confronted with a number 
of difficulties. Firs ly, the ignorance 
and conservatism of people will 
impede the tempo of planning. 
Secondly, vested interests may clog 
the way of progress. But the great 
difficulty is he absence of adequate 
data. 

Business- 
believe in rapid 


Internal capital is shy. 
men in Pakistan 
stock turnover. They do not want 
to risk their funds in industrial 
investment. The Government should 
inspire confidence in them by posi- 
tive assurances of safety of capital 
and return thereon and other practi- 
cal facilities connected with the 
establishment of, factories. Even 
then if the indigenous capital does 
not respond, it will become neces- 
sary to take recourse to foreign 
capi‘al. 

Buf it should be allowed to enter 
the country in dribblets, not in 
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torrents, lest economic freedom of 
Pakistan be submerged in the deluge 
of exotic capital. Foreign capi'al 
should be allowed as an economic 
investment pure and simple. It 
should be decided for what purpose 
it is required, under what conditi 
it will be welcome and, if possi! 
an approximate annual target for 
the toal estimated amount required 
should be fixed. 

A loan from World Bank or Inter- 
national Monetary Fund will be pre- 
ferable to one from a country | 


U.K. or U.S.A. 


S 


vw 


- @ 


Rations, Centrols and Tariffs 

What is required is that afte 
satisfaction of in‘ernal consumpti 
by means of rationing, quota system 
and licence, the surplus should be 
exported to U.S.A. and other 
countries which are in a position to 
supply us essential machine 
ma‘erials and technical skill. 

In the interest of planned 
economy the imports of non- 
essential things, e.g., luxuries which 
satisfy the vanities of the fortunate 
few, should be restricted and t 
funds saved therefrom spent in 
import of machinery, instrume! 
and apparatus. 

To further her trade, the Gover 
ment of Pakistan should enter ino 
bilateral trade agreements, mutu 
aid agreements on the lines 
U.S.A. and clearing agreements with 
those countries of the world from 
which Pakistan can derive greate 
advantage in her planning p 
gramme, 

Internal price level should be kept 
at a low pitch so as to encourage 
Our exports. 

Tariff measures generally interfere 


with ‘he free flow of goods from one 


country to another. But for the 


protection of infant industries exist- 
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ing Or proposed, it has to be resorted 
to. England, Germany, U.S.A. and 
India all owe their economic 
development, inter alia, to tariff 
measures. But for tariff or protec- 
tion. the iron and steel, sugar, cotton, 
and glass industries of India 

ild have been nipped in the bud 

to the blast of foreign com- 


petition. So there should be no 
objection in principle if Pakistan 
takes recourse to protection to aid 
its nascent industries. 


ALSO WORTH READING... 
* Pakistan's Need of Economic Divers- 
ity,’ The Times Review of Industry, 
January, 1952. 





Russia — Rich or Poor ? 


it SovieT UNION should make up 
mind whether it is an economic 
radise with greatly increased 
‘alth or if it is too poor to pay its 
are of the United Nations Budget, 
cording to Mr. Jorn Vorys, of the 
S., speaking before the U.N. 
General Assembly’s Budget Com- 
iittee. 
He quoted from the Soviet Union’s 
port to the U.N. Economic and 
octal Council on August 23, 1951, 
hich said that the Soviet Union’s 
otal income increased by six times 
etween 1931 and 1940. The docu- 
ient also claimed that the first post- 
ar five-year plan, which ended in 
i950, brought an increase in income 
of 38 per cent. over the 1940 
figures. The report said that this 
increase was actually 64 per cent., 
ind also registered a 21 per cent. 
iin in 1950 over 1949. In the 
oviet Union, the quoted report 
tated, the people’s share was 74 per 
ent., the remaining 26 per cent. 
xoing to government and collective 
and co-operative organisations. 
Commenting on this, Mr. Vorys 
said: “If this is an accurate state- 


v, 


ment I congratulate the Soviet 
Union. However, | am amazed that 


they. now are reluctant to assume a 
fair share of the work of the United 
Nations.” 

The U.S. delegate said the per 
capita increase must be stupendous if 
this statement is true, adding that he 
regretted that he could not report 
such a percentage of private earnings 
remaining in the hands of American 
private citizens because the U.S. tax 
rate is heavier. He added: 

“Nevertheless, burdened as we are 

with taxes, and poor as we are com- 
pared with the U.S.S.R., we are 
willing to bear our full share in the 
United Nations and are bearing a 
heavy share in the preservation of 
peace and maintenance of sufficient 
forcés to prevent aggression Outside 
the United Nations.” 
Footnote—The shares of the Budget as 
at the last agreement were:—-United 
States 38.92 per cent., United Kiagdom, 
11.37 per cent., and Russia 6.98 per cent. 
The chief objection Russia has advanced 
to any larger proportion is that she does 
not agree to the size and scope of certain 
agencies—UNESCO for example. 


United Nations, Paris, December 12, 1951 
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MIDLAND BANK LIMITED 


ILLUSIONS FOSTERED BY 


INFLATION 


EXTRACTS FROM THE LATE CHAIRMAN’S 
STATEMENT 


The 116th Annual General 
Meeting of Midland Bank Limited 
will be held on February 15th at 
the Head Office, Poultry, London, 
EC. 

The Directors deeply regret the 
loss by sudden death of their 
distinguished Chairman, The Most 
Hon. The Marquess of Linlithgow. 
In the circumstances they feel it 
to be fitting that his Statement, 
which was at an advanced stage of 


preparation at the time of his 
death, should) appear without 
amendment. — Extracts therefrom 
follow. 

The Statement begins with a 


reference to the disappointing set- 
back of 1951 and stresses in par- 
ticular the shrinkage in the pur- 
chasing power of the pound and 
the deterioration in the balance of 
payments. The setback was attri- 
butable in part to the demands of 
rearmament, but evidence was 
cited of general overstrain in the 
economy, «and the need was 
emphasised for greater flexibility 
throughout the system. 

REMEDIAL MEASURES 

It would be absurd to look for 
a single remedy for overstrain and 


rigidity. Direct curtailment of 
public and = private capital con- 
struction has been resorted to 
more than once already, as has 
direct’ restriction of imports, and 
no one supposes that these alone 
will this time be more lastingly 
effective than in the past. There 


is room for fiscal measures, though 
at this stage probably only by re 
allocating the burden as to 
merease the incentives to work and 
resourcefulness, rather than by 
wiming at a more powerful impact 
on spending power as a whole. 
Relief, too, may be found by 
economies ino current Government 
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expenditure. Financial controls, 
especially over borrowing for capi- 
tal and other transactions, have 
again been tightened in pursuance 


of the general purpose; and the 
new monetary conditions may be 


expected, through their effect upon 
the lending powers of the banks, 
to deflect some of the less urgent 
demands upon the nation’s produc- 
tive capacity. Beyond all these 
measures, however, is the need for 
greater elasticity in the economic 


system as a whole. Government 
measures alone cannot suffice; 
complete and speedy success re- 


quires enlightened support for a 
plainly expounded policy, fair in 
its incidence and designed to serve 
the national interest as a whole. 
Hence a useful groundwork is to 
identify and expose in the 
plainest possible terms some of 
the illusions created or fostered 
by inflation. 

The first’) may 
illusion of welfare, which springs 
from the fact that inflation is 
usually accompanied by over-full 
employment with rising incomes. 
Too often it is forgotten that the 
inevitable concomitant of inflation 
is a cumulative rise in prices, in- 
cluding even the basic living costs. 
Further, the burden of taxation 
tends to grow, if only because of 
the diminution of the real value of 
income tax allowances and the 
movement of increasing incomes 
into the range of high tax rates, 
Thus inflation accounts for the 
fact that, despite successive post 
war budget reliefs for smaller 
incomes, the number of people 
paying income tax today ts larger 
than ever before 

Secondly, there ts the illusion of 
SECUPLLY The of value ot 
accumulated savings, through long 
continued inflation, has latterly 
become widely appreciated and 


be called the 
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indeed have been a deterrent 
to fresh saving out of current 
incomes, thus giving added im- 
petus to the inflationary trend. 
Less widely apprehended are the 
similar effects upon the adequacy 
of personal provision against mis- 
fortune, as through life insurance 
and contributory schemes for the 
protection of widows and orphans, 
and upon the effectiveness of pen- 
sions schemes and social service 
provisions. 

A further count against inflation 
is that it creates an illusion of 
prosperity. In times of inflation 
business profits, as ordinarily com- 
puted, show an expansive trend, and 
Government revenue from the tax- 
ation of profits is correspondingly 
buoyant. But just because profits 
are easier to make than in more 
rigorous times the incentives to 
economical production and distribu- 
tion are weakened. In reality, the 
profits themselves are largely 
illusory, but taxation is levied on 
the basis of the fortuitously swollen 
figures. Thus some part of the tax 
on profits—-and perhaps even some 
of the dividend paid out—may in 
effect have been levied on the 
capital in the business, while true 
profits, so far from increasing, 
may in reality have been shrinking. 

The process of inflation in this 
country is evidence of a persistent 
attempt to do more, by way of 
consumption, capital construction 
and defence, than our current pro- 
ductive resources and effort would 
justify—an attempt, that is, to live 
beyond our means. 


may 


CORRECTIVE POLICY 


Referring to the changes in 
monetary arrangements announced 
last November, the Statement 
remarks that) drastic, unregulated 
deflation is no proper corrective 
for inflation: controlled deflation, it 
skilfully managed, is carefully regu 
lated with close and continuous 
regard for the dividing line between 
over-full and full employment, be 
tween debilitating strain and con 
tinuous, healthy activity 
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THE BANKS 

The Statement examines the 
allegation, by critics of the 
Government policy, that the recent 
monetary measures will yield to 
the banks wholly unwarrantable 
enrichment at the expense of the 
taxpayer and the borrowing custo- 
mer. It contains the results of a 
calculation showing that any likely 
addition, through higher interest 
rates, to the net income of the 
banks after taxation will go only 
a small part of the way to making 
good the entrenchments, due to 
writing-down of investments, on 
inner reserves that have been un- 
avoidable in the long period of 
rising yields in the capital market. 


EFFECTS ON 


EXPANDING VOLUME OF 
BUSINESS 

The volume of business passing 
through the Bank has remained on 
a Steady upward trend, quite apart 
from the larger turnover due to 
higher costs and prices throughout 
the economic system. 

While the expansion has been 
general, one particular branch of 
our work may be mentioned for 
its interest in relation to current 
monetary developments. Activity 
in our overseas business has been 
maintained at the very high level 
which entitles us to claim pre- 
eminence in the financing of inter- 
national trade through London. 
Not only does the volume of this 
business constitute in itself an 
important part of our Bank's 
affairs, but through it we = are 
enabled to provide a valued ser- 
Vice tO our customers in helping 
them to solve the many problems 
which confront) them = in- their 
foreign trade This special service 
is facilitated by our widespread 
network of contacts with banks all 
the world, contacts which are 


Ove! 

steadily cultivated by a) twoeway 
trathe of personal visits and also 
by the specnl arrangements we 
have developed in) this country 
for the practical assistance — of 
traders 
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For Reference 

Items in this Section are kept for one 
year at the offices of Economic Digest. 
They are available to members of the 
Economic Research Council by arrange- 
ment. Please write, citing reference 
number of items given in brackets, to 
18 South Street, London, WA, or tele- 
phone GROsvenor 4581. 


FRANCE: 
Automne 
Paris. 
French). 


La situation Economique en 
1951, Etudes et Conjuncture, 
November-December 1951 (in 

(1) 


Die inflation in Frankreich (Inflation in 
France), Europa Archiv, Frankfurt, Dec- 
ember 20, 1951 (In German). Contains 
useful charts of the war and post-war 
periods (2). 


AGRICULTURE: 
1939-1951, 
Statist, 


British Agriculture, 
Supplement on Agriculture, 
London, December 22, 1951 (3). 


L’Agricoltura nel momento attuale (The 
present situation of Italian agriculture), 
by Aldo Pagani, Rivista di Economia 
Agraria, Rome, Part III, 1951 (In Italian) 
(4). 


MINERALS: Bechuanaland—the Dev- 
elopment of its Mineral Resources, by 
A. G. Thomson, Mining Journal, London, 
December 21, 1951 (5). 


Exploration and Development in Swazi- 
land. Mining Journal, London, Decem- 
ber 28, 1951 (6). 


MONEY MARKET: 
Exchange Market 
Times. London, 


How the Foreign 
Works, Financial 
December 17, 1951 (7). 


The Theory of Forward Exchange, by 
Paul Einzig, Financial Times, London, 
December 19, 1951 (8). 


AUSTRALIA: 
Exports to Australia, Board of Trade 
Journal, London, December 22, 1951. 
Survey of income, inflation, production, 
population and trade (9). 


Prospects for Greater 


A series of Statements and Addresses by 
Sir Douglas Copland, Vice-Chancellor of 
Australian National University: 
“Australian Development and 
Policy.” October 31, 1951 (10). 


Trade 





‘“Economic Problems of Investment and 


Development in Australia,” 
1951 (11). 

“Inflation and How to Curb It,” Sept 
ber 4, 1951 (12). 

“Problems of European’ Econ 
Union,” September 4, 1951 (13). 

* Investment and Inflation in Austra 
October 3, 1951 (14). 

“Notes on Australian Foreign Po! 
October 18, 1951 (15). 
“ Australia and the 
October 24, 1951 (16). 
“Investment and Inflation 


Augus 


Dollar Prob! 


in Austra 


October 18, 1951 (17). 

ISRAEL: Making a New State, 4% 
chester Guardian, December 15, 21 
28, 1951 (18). 

BANKING: Comparison betwe 


English Banking and American Bank 
by Richard S. Sayers, Bancaria, R¢ 
October 1951 (In Italian) (19). 


FINLAND: The Finnish Forest Indu 
since the War, Bank of Finland Mont 
Bulletin, Helsinki, November-Decen 
1951 (20). 

Recent Developments of the Foodst 


Industry in Finland, Bank of Fin 
Monthly Bulletin, Helsinki, Novem 
December 1951 (20). 


Both the above are in English. 


CREDIT POLICY: 
Per Jacobsson at International C1 
Conference. Rome, October 24, 1% 
Survey of European policies country 
country and a plea for forceful c¢ 


Notes on address 


actlon—even harsh measures (In Eng! 
(21). 

EGYPT: United Kingdom Trade w 
Egypt, first nine months of 19 


Journal of Anglo-Egyptian Chamber 
Commerce, London, December 1951 ( 


GOLD: The Gold Policy of the Int 
national Monetary Fund, Reserve Ba 


of India Bulletin, Bombay, Novem! 
1951 (23). 
INDIA: Current Statistics, down to en 


Q 


October 1951, covering all aspects of t! 


Indian economy, Reserve Bank of Ind 


Bulletin, Bombay, November 1951 (24 


NEW CAPITAL: New Capital Issues 
Londoi 
Comparative figur 


Wm.,* 2951, 
January 1, 


Midland Bank, 
1951. 
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ol - he to 1919, analyses by kind of Industry in Great Britain, 1948 to 1950, 
4 hor:ower, by country, and by industrial Board of Trade Journal, London, Janu- 
Sept p (25). ary 5, 1952 (28). 
on NORWAY: ‘Structural Survey of Nor- CONGO: Developing ¢ ee 
“By Norges Bank Bulletin, Oslo, Decem- =! the Belgian Congo, The cng Lag 
tra xe: 20, 1951 (In English). Survey, with f Industry, London, January 1952 (29) 
tics, of commerce, trade, production ‘ 
Policy * Ma cn gerne to Pabigadag (2%6), CANADA: Canada’s Iron Ore Resources 
; = (Quebec and Labrador Deposits), The 
sb] ore Times Review of Industry, London, 
SOUTH AFRICA: Statistics of Industry, January 1952 (30). 
Banking and Trade, Monthly Review, . 
tra Standard Bank of South Africa, Cape AMERICAN BUDGET The Budget 
fown, November 1951 (27). Cycle in Public Finance in the U.S.A., by 
\ O. Bakker—Phase 3, The Execution of 
: I ANUFACTURING CAPE TAL: the Budget, Public Finance, The Hague, 
I pital Expenditure by Manufacturing 4th Quarter, 1951 (In English) (31) 





We Also Worth Beading 





Re Cost of Transport, by K. S. LOoMAaAx, District Bank Review, Manchester, 
December 1951. The overriding problem of transport is the great difficulty of 
du making it pay. We need a clearer statistical picture of the cost to the community 
on ol carrying goods. - ; _ — 
x Snall-Holder’s Crisis in Malaya, The Times Review of the British Colonies, 
, Winter 1951. Small-holders, producing 40 per cent. of Malaya’s rubber, are 
7 cashing in on the boom, but are not planting new trees for the future. If 
" they have not enough room for new plantings, then State lands must be 
we alienated. 7 a — ; ; 
inted—a Manager, The Times Review of the British Colonies, Winter 1951. 
Young men are reluctant to take up posts in the Colonies; yet the standard 
required for the tough job must be maintained. Methods of recruiting and 
selection are discussed. 
dro-Electric Development, The Times Review of the British Colonies, Winter 
| 1951. Descriptions of the Kariba, Owen Falls and Volta projects. 


ctricity Observed, Local Government Finance, London, December 1951 
Description and comment on the Third Report of the British Electricity 

: Authority. The B.E.A. has 13 million consumers; since 1947 supply has 

5 increased 30 per cent. Capacity still lags, yet hire-purchase sales have increased 
sixfold since 1948. Average price per unit is less than in 1930! 

onomic Problems of India and Pakistan, Monthly Review, The Bank of Nova 


6 Scotia, Toronto, November 1951. Background to the Colombo Plan The 
: problems —disintegration of the peasant economy, pressure on food supply, low 
, level of education and health services, resistance to new ideas. Stability 
in Asia is a “ must.” but bigger armament spending in the West make Colombo 
plans look doubtful. 
ni ne Remarks on Credit Policy in Western Germany, by VOLKMAR MUTHESIUS, 
Ba Bancaria, Rome, September 1951. Traces the results of the currency reform 
- of 1948, the E.P.U. difficulties in 1950, and the controls on foreign trade. 
Liberalisation of the West German capital market Is “a pre-requisite for the 
functioning of any credit policy.” 
a ater—the Key to South African Industrial Progress. by J. P. LeSti, Mining 
Pt Journal, London, December 7 and 14, 1951. Irrigation plans for a young 
cmp couniry. 
(24 irveys of Bank Advances, 1950, Reserve Bank of India Bulletin, Bombay, October 
1951. Indian banks advanced one half of total advances to commerce, one-third 
rs to industry, one-tenth for personal and professional purposes. Agriculture, 
doi the Cinderella, got about 3 per cent. The greater part of the securities were 


ur in merchandise form. 
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Investment and Employers’ Reactions, by A. D. BiLIMoviTcH, Economia | 
nazionale, Genoa, November 1951. Well reasoned analysis of pessimism and 
optimism among capital-owners, with simple formulae. * Changes in 
employers’ reactions may have a stronger influence upon the economy than 
introducing of new capital by means of open market policy, public works 
other kinds of capital injections.” (In English—at times queerly translated, 


clear). 
A Suggestion for Economic and Sociological Researches in the Field of Migration 
Policy. by F. Vito, Economia Internazionale, Genoa, November |} 


“Immigration restrictions hinder international division of labour, re! 
economic development, and perpetuate the inequalities in economic opportu 
between the different nations of the world.” say the liberal economists. 
Welfare States backed by trade unions impede the flow. The inequality prob 
remains and must be studied; this article outlines an agenda for such st 
(In English). 


Agriculture: The Basis of Prosperity, by HARRY G. FERGUSON, Statist Supple: 


on Agriculture, London, December 22 1951. Britain is producing no n 
food than she was in 1875. while 27 million acres are virtually unused 
efficient cultivation. Five million acres would be freed if power animals w 


eliminated and farming—even on smallholdings—mechanised. 

The Cost of Variety, Economist, December 29, 1951 and January 5, 1952. 
three S’s—standardisation, simplification and specialisation—-could be put 
practice a great deal more in industry, with savings in costs. 

The Peaceful Use of Atomic Energy, by Professor R. S. Savers, Three Banks Res 
Edinburgh, December 1951. Controlled uses of atomic energy are few—to |} 
boilers or houses is the chief. Fuel is abundant, but capital costs are hi 
radiation screening necessary and costly. 

Norwegian Shipping Problems, Economist, London, December 15, 1951. Norwa 
own foreign trade can absorb only one-fifth of its ships; discrimination 


restriction by other countries are squeezing Norway out of the internatk 
freight market 
Can Victims of Higher Prices be Helped? by PrTER WiLEs, Listener, Lond 


January 3. 1952. Plan to protect those who fall by the wayside under continu 
inflation—creditors on fixed terms, unorganised workers, pensioners—by ty 
their incomes to cost-of-living indexes. Inflation will not be cured by satiati 
the strong: morality says “Help the weak.” (See, however Economic Dig 
for October 1951, Page 443. where the Economist criticises this type of pl 
The Reviving Role of Interest Rates. Monthly Letser, National City Bank of N¢ 
York, December 1951. Comment on the advent of dearer money in Brita 
U.S.A., and most countries of Western Europe. 
Acceleration Theory, by S. B. ANDREOLI, Bancaria, Rome, October 19° 
Summary of the development of the theory, explanation of the principle 
derived demand, and assessment of its use in economic research. (In Italian 
Monopolistic Competition Revisited, by Professor E. H. CHAMBERLIN (Havari 
Economica, London, November 1951, A reformulation of the theory of monopo 
and a distinction drawn between this and the theory of imperfect competitic 


The 


New Books Reviewed 
Report of the Ministry of Health, Part I, for the Year Ended March 31, 1950, 
H.M.S.O., London, September 1951, 6s. 6d. 


This report covers the growing-pains “The main reasons for the addition: 
period of the new Health Service in provision were :— 





Great Britain. Costs have since been “1. Increases in the cost of drugs anc 
limited, and demand itself for the appliances prescribed and an unexpect 
service has settled down. edly large number of prescriptions given 

But in this year of the Report (April “2. Much greater demand than had 


1949 to March 1950), the total cost had 
to be revised from £109 million to £148 
million, the largest increases being given 
to pharmaceutical and opthalmic services. 


been expected.” 

The increase in medical consultation 
from 1947-8 to 1948-9 was 13 per cent 
This increased demand has not neces 
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been unreasonable and only a 


jimed number of reports were received 
f wstances in which the Service had 
ibused. 


uming that some of the increase is 
o the opportunities presented to 
whose faith in the virtue of the 
or the box is unbounded, there 
emains the question whether it is 
general interest that more people 
d be taking their trivial ailments to 
loctor with perhaps the risk of 
oping a disease-conscious frame of 
Perhaps when a younger genera- 
imbued with ideas of positive health 
s a more reasonable approach to 
constitutional disturbances, then 
1aximum benefit will be obtained 
the Service. 
George Newman wrote: “The 
lation of a medical service is the 
cal practitioner. He is its pivot, its 
yr, its instrument.” The general 
itioner is perhaps rendering most 
ce to the community to-day when 
seeing large numbers of people all 
seemingly trivial ailments provided 
able to filter from them those few 
se condition merits further investi- 
yn. 
1¢ dangers of an increasing divorce 
ween general practitioners and the 
nitals became a matter of growing 


concern during the year. The growth 
of specialist services had accentuated the 
cleavage. It is to be hoped that special- 
ists will not forget that they have much 
to learn from the G.P.s. 

Consultation in the homes of the 
people are primarily arranged for the 
benefit of the patient, but they are of 
great educational value both to the G.P. 
and the specialist. It is hoped that G.P. 
ind specialist will always find time to 
meet at the domestic bedside of the 
patient whenever possible. 


Before the introduction of the National 
Health Service in July 1948, the demand 
for spectacles was about 4} million pairs 
yearly. At December 1948, the yearly 
rate of demand had risen to 12 million 
pairs, but by March 1950 had dropped 
again, and the rate at the end of the year 
under review was about 5 million pairs 
a year 

A back-log of orders at March 1950 
amounted to 2 million pairs, the greater 
part of which was of the more specialised 
types of spectacles, bi-focals, etc. 


The Report also gives a 
picture of the state of mental health 
institutions, the food hygiene campaign, 
housing, local government, civil defence 
and welfare services other than medical 
and dental. down to the relevant date. 


detailed 


'fficial Year Book of Church of England 1952, Church Assembly and S.P.C.K. 


London 


\ year ago we pleaded for better 
istics from the Church of England. 
ce then an analysis of finances has 
n published. In the new edition of 
Year Book we have at least a good 
‘inning to the production of statistics 
value to the social scientist. Count- 

membership of the Church on the 
sis of Easter communicants (around 2 


12/6 


millions at the outbreak of war), there is 
a definite increase during the post-war 
years. All the available evidence indi- 
cates that the decline in Church attend- 
ance 1S more than arrested. The statistical 
section of the book has. however, still a 
long way to go before it reaches the 
standard of the rest of the 
material it provides. 


reference 


Earnings of Industry, The Truth About Prioes and Profits, Hollis and Carter, 
London, 1951 


This compilation was specially made 

Aims of Industry Ltd. After a short 
roduction pointing out the role of the 
all shareholder in industry, and a 
quisition on the ‘‘adequateness” of 
fits, the remainder of the book is taken 
) with simple analyses of the profit-and- 
ss accounts of named large firms, 
ouped under industry headings. The 
ode of presentation is to show where 
ach part of a £ of receipts went, as 
etween wages, materials, operating 


expenses, taxes, profits ploughed back, 
depreciation and (a small residue in all 
conscience) dividends. 


At the end is also a break-up (from 
‘official circles,” unfortunately not 
specified) of the £ of the individual 
citizen: Food 5s. 74d.; Alcohol Is. 7d.; 
Tobacco, Is. 8d.; Rent, fuel, etc. 2s. 1d.; 
Household expenses, Is. 5d.; Clothing 2s. 
Id.; Travel 1s. 1d.; Entertainment, etc., 
3s. 9d.—and Saving 84d. 
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tion, lowers the purchasing power nal purchasing power of our is 
of the pound sterling and ulti- currency is scarcely less urgent. 3 
mately places a strain on its value A real injustice is inflicted on all i 
in the foreign exchange market individuals whose incomes are 3 
and this at a time when all our fixed; and the rise in prices is a S 
efforts should be devoted to factor which is constantly in mind zt 
stabilising the value of our in the Bank in trying to hold the 32 
currency at home and abroad. balance fairly between Stafi iS 
The solution of most of our salaries and the Bank’s earning 32 
economic problems lies ultimately powers §3 
in an increase of production, and The effect of falls in the pur- 3 
since We already have a condition chasing power of money upon 32 
of full employment, we must savings ts_ particularly harmful S 
secure an even greater output [here is an ingrained habit of 3t 
from our present labour force. thrift among the British people 3 
We ought to be able to learn which could do much to check the 4 
something from the country whose immediate evils of inflation if it 3: 
industrial output has been suffi- were again encouraged. or were at 33 
cient not only to support a high least not actively discouraged by 3S 
standard of living. but also to the instability of the currency as x3 
permit assistance on a most in recent years. The net additions 3% 
generous scale to ourselves and to year by year to National Savings 32 
other countries The reports of have dwindled from £444 million 33 
the teams which have been visiting in 1946 to the tiny figure of £33 3s 
the United States under the million (after allowing for repay 3: 
auspices of the Anglo-American ment of Defence Bonds) in 1951. 33 
-roductivity§ Council are well and we shall have lost a most 3: 
worth our study, valuable wearon against inflation 38 
There has been a most welcome if this trend is not soon reversed 33 
increase of 6 million tons in the A rise in the Bank Rate was 3 
total output of coal in 1951 com- formerly accepted by the business 3 
pared with 1950, and the highest world as a sign that a contraction se 
estimate of output given in the of credit was needed and was 3 
Economic Survey has been sur- imminent, and the business world 33 
passed. But when we consider the quickly responded. The recent 3 
improvement in the economic return to a policy of flexible 33 
iffairs of our own country and of | Bank Rate has been accepted as 38 
all Western Europe which could = such a sign, and has proved. with 3 
be brought about by an extra 20 the other measures faken at the 3% 
million tons of British coal, we same time, more significant than ig 
see the matter in truer perspec the actual rise in the rate 3% 
tive. If it were possible during 1952 3: 
The need to defend the present for the Government and the em- 3% 
exchange value of the pound ster- ployers and the Trade Unions. 3% 
ling is very clear, and in this res working together, to get it across 3 
pect a special responsibility rests to our whole nation that there is 33 
with the United Kingdom tn view no heaven-ordained standard of if 
of her position as banker to the living for the British people. and 3% 
sterling area. The remedial that it is only by our own efforts 3% 
measures already adopted by the that we can surmount the difficu 3: 
Government and the fore ties with which we are at present 3 
shadowing of others to follow may surrounded. | should feel great se 
be taken as a token of our dete! confidence that the grisly spectre 3 
mination to defend the value of of idleness and hunger, so rightly 3s 
the pound and to restore its raised as a warning by the Chan- 3 
prestige throughout the world. cellor of the Exchequer, had been 38 
The need to preserve the inter for ever laid. = 
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